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Slowdown— Why? Speed Up—How? 


EpwarD J. WARMBIER 


These terms are today a conspicu- 
ous part of the vocabulary of manage- 
ment, union leadership, and the work- 
ers in American industry. During the 
period of war, there was very little 
mention of the word “slowdown.” The 
emotional momentum of the emergency 
naturally led to high productivity. 
With the advent of peace and the re- 
adjustments accompanying it, these 
two terms became prominent. They 
have been and are misunderstood, mis- 
used, and even abused in our daily 
labor-management discussions. 


IMAGINARY OR REAL 


During the past four years, I have 
had many discussions with leaders in 
various industries. Most of them are 
singing the “Slowdown Blues.” In a 
majority of cases, all of their employees 
are blanketed with the indictment of 
a conscious and definite slowdown. It 
seems unnatural and illogical that all 
workers in a great diversity of industry 
should be guilty of this indictment. 
Upon a closer analysis, I found that 
many of those who cried loudest were 
unable, on the basis of comparative 
records of production, to prove the 
existence of a slowdown in their in- 
dustry or for certain parts of their 
industry. In many other cases, I found 
that management, because of an in- 
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crease in the percentage costs of per- 
forming a certain operation, would 
diagnose it as a slowdown. In other 
instances, the enlarged dollar cost was 
attributed to a slowdown. A fair and 
impartial analysis of these particular 
cases indicated that the enlarged per- 
centage of dollar cost was the result 
of increased labor cost plus lost time 
due to the interrupted flow of materials, 
and not due to the lessened effort of 
an individual or group of workers. If 
there is an increase in the cost per hour 
for labor and there is not a proportion- 
ate increase in the selling price of the 
commodity involved, then naturally the 
percentage will go higher. However, 
this does not mean that the workers, 
individually or collectively, are pro- 
ducing less units or exerting less effort. 

Naturally, there are many instances 
of a slowdown. Some are willful and 
malicious, and others are simply the 
acquisition of bad employment habits 
and inadequate leadership. 

We need give little concern to the 
imaginary slowdowns further than to 
appeal to management, union leader- 
ship, and the workers to analyze the 
production problem and to separate 
the imaginary from the real. It is un- 
wise and unfair for management to 
cry, “Slowdown, Wolf,” without first 
determining the presence of the beast. 
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For our present consideration, let 
us frankly view the reduced produc- 
tivity of our workers and try to deter- 
mine the causes in order to arrive at 
a possible cure. It is a fundamental 
concept of logic that a cause must be 
known before a cure can be prescribed. 
Any corrective measures which are 
taken that do not eliminate the cause 
are only temporary in nature. We must 
determine the why before we can deter- 
mine the how. 

I wish to clarify one concept before 
going any further. It is impractical, 
unreal, and unfair to consider the slow- 
down in terms of workers only. A 
slowdown can occur unconsciously or 
willfully in management as easily as it 
can in workers. We may even find, in 
a study of causes, that management, in 
many instances, pointed the way to the 
slowdown among the workers. There- 
fore, when we refer to slowdown in 
American industry, let us always think 
in terms of all of the individuals in- 
volved—top management, supervisory 
employees, junior executives—down 
the line to the humblest employee. 


SLOWDOW N—WHY ? 

Though there may be variations be- 
tween industries in this historical 
thumbnail sketch of the slowdown, we 
are safe in taking a generalized mean 
for our conclusions. During the period 
of full employment (war), there was 
little reason for human beings (man- 
agement and workers) engaged in 
American industry to fear the loss of 
their jobs as a result of lessened pro- 
ductivity. Jobs were easy to procure, 
and the specter of unemployment and 
lost income had completely vanished. 
Fortunately for American industry, 


this occurred during a period when 
there was a great national emergency 
(war). Many of the workers of Ameri- 
can industry had sons, brothers, and 
other relatives and friends as a part 
of the fighting forces. This created an 
emotional lift which caused people to 
give of themselves substantially. There- 
fore, there was very little consciousness 
of slowdown on the part of the majority 
of American workers. Naturally, there 
was during this period of war a great 
amount .of reduced productivity on the 
part of individuals who had very little 
equity in the war itself and a minimum 
amount of interest. It was only when 
the war ceased and the emotional lift 
was removed that the slowdown, moti- 
vated by the absence of the need of 
being “worthy of our hire,” occurred. 
Therefore, one of the causes might be 
attributed to the removal at the end 
of war of the emotional lift occasioned 
by an emergency. 

Let us go a little further. During 
the period of war, it was not difficult 
to be successful as a part of manage- 
ment in most industries. Naturally, 
some industries were handicapped by 
wartime restrictions and_ shortages. 
However, there was little that could 
be done to correct that situation. The 
retailing industries of America had a 
surplus of customers. The manufac- 
turing industry of America, to a large 
degree, was working on a cost plus 
basis or on a contract basis which was 
extremely liberal. The result was that 
management did not find the necessity 
for close supervision and vigorous 
leadership in order to direct their re- 
spective organizations in channels of 
profit and progress. When it is easy 
to do a job, the element of lethargy 
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just naturally enters the picture. Con- 
sequently, top management reduced its 
effort of productivity in the field of 
leadership. Golf scores became lower 
for executives as a result of the extra 
time they could spend on the greens; 
the attendance in clubs became greater ; 
fishing trips became longer, and the 
resorts were sold out most of the time. 
Naturally, all of these enlargements 
of the extracurricular activities of 
management were made at the expense 
of constant and vigorous application 
to their jobs. We might, therefore, 
logically conclude that the letdown in 
productivity may even have started 
when top management ceased to give 
its full productivity to its responsibili- 
ties. We know that when management 
relaxes a constant vigil over workers, 
the latter will fall into evil ways. There 
is something contagious about a slow- 
down no matter where it starts. 

A third factor was the rise of the 
union movement. During the period 
of war, the unions of this country had 
very little or no difficulty in keeping 
all of their members employed. There- 
fore, they had very little reason to 
think in terms of work spreading in 
order to keep their people working, 
and keep them from paying dues. Let 
us not overlook the basic concept of 
unionism. It is a business. It is built 
upon income. This income is built upon 
dues. Dues can only be collected from 
employed members. The operation of a 
union is no more charitable in its basic 
nature than the operation of an in- 
dustry. They sell representation in 
return for monthly fees. Consequently, 
in keeping with this concept, when the 
war ended and the cutback in industry 
took place, the union movement was 
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faced with a number of unemployed 
members. As unemployed members, 
they ceased paying dues. There came 
into being, therefore, a tendency on 
the part of union leadership to pre- 
serve dues-paying members by spread- 
ing the work. Naturally, in order to 
spread the work, each person had to 
do less. In some instances, this slow- 
down propaganda was carried on 
openly. In many others, it was accom- 
plished in whispers. Therefore, the 
third cause of our current problem, 
where it exists, must fall into the lap 
of union leadership. 

Though it is important enough to 
be mentioned as a distinct cause of 
its own, it is so closely allied to the 
third factor that we might well con- 
sider it at the same time. I refer to 
the fear complex of management which 
has permitted this slowdown or work- 
spreading movement to progress to its 
present proportions. Either manage- 
ment was overcautious, or perhaps 
hated to come out of its own slowdown 
sufficiently to take action, or the ele- 
ment of fear prevented it from tak- 
ing a vigorous counteraction when 
this first effort at slowdown took place. 
In some instances, the slowdown was 
not to add to the number of employees 
but to restore some of the overtime 
which had been previously enjoyed 
during the war. One thing is certain— 
management failed to set up an anti- 
dote for this behavior on the part of 
organized labor. It was only when this 
philosophy had eaten substantially into 
the operating profits and had unfortu- 
nately become firmly entrenched within 
an organization that management de- 
cided to do something about it. In 
many instances, the efforts of manage- 
ment have not proved effective. 
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EMPLOYEES WANT TO LIKE AND 
BE LIKED 

In over a quarter of a century in per- 
sonnel work, I have found that work- 
ers, irrespective of their classifications, 
want to be liked by their management. 
I have found that most human beings 
would rather please than displease 
their leadership. The postwar problems 
which we have encountered have not 
changed this concept. It is hard to 
reconcile at times this conviction with 
the conduct of individual workers and 
groups of workers. Yet a close analysis 
of the individual and collective think- 
ing of these particular workers indi- 
cates that they had been permitted 
to drift away from their management. 
Though they may have been led astray 
by false prophets whom they consid- 
ered real, I still believe that manage- 
ment has contributed substantially to 
this condition. When trade-unionism 
came into being and blossomed into its 
full stature under the Wagner Labor 
Relations Act, many men in manage- 
ment became peeved at their employees. 
Yes, many of them virtually disowned 
their “employment children.” It was 
not unusual to encounter members of 
top management who subscribed to the 
statement “to ....; let the union 
take care of them.” This attitude re- 
flected itself in many ways, such as lack 
of interest in the employees, unwilling- 
ness to listen to the employees’ prob- 
lems, unwillingness to correct minor 
grievances which irritated employees, 
and many others. This attitude on the 
part of management played directly 
into the hands of the union prophets 
who were preaching the gospel, “Do 
less work and give some other fellow 
a chance to work.” If management then 


and now would cease hating and start 
liking its employees, much could be 
accomplished. It is ridiculous to be- 
lieve that the union leadership, which 
has only monthly contact with its mem- 
bers, should be able to outwoo the 
affection of its membership from man- 
agement that is in daily contact with 
these same people. It is doubly illogical 
when we consider that basically the 
union membership—our employees— 
wish to like and be liked by us. In 
industries where the personnel pro- 
gram and practices have been built 
around the principle of a working 
family with interchangeable interest on 
the part of workers and management, 
we find a minimum of slowdown tech- 
niques. We likewise find that the phi- 
losophy of a certain type of union 
leadership has been unable to gain a 
strong foothold. 

So much for the underlying causes. 
To these might be added many specific 
factors which would vary from indus- 
try to industry. The causes enumerated, 
however, seem to be basic in all in- 
dustries where the problem exists. 


A FORMULA OF HUMAN BEHAVIOR 


There is an accepted formula of hu- 
man behavior which might well be 
applied in prescribing a cure for our 
current problem. Let us give this 
formula consideration and bear it in 
mind as we try to outline a program 
which might correct the situation. The 
actions of human beings “today” are 
the result of how they feel “today.” 
How they feel “today” is the result 
of how they thought “previously.” 
How they thought “previously” was 
influenced by how they “felt” (emo- 
tionally) previously. Their previous 
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reaction (feeling) was 


emotional 
brought about by a previous experi- 
ence. Using the formula method it 
would be set up as follows: previous 


experience causes previous feeling 
causes previous thinking causes present 
feeling causes present conduct. 

Being logical, we cannot avoid the 
conclusion that the corrective process 
must start by setting up present expe- 
riences from which the proper emo- 
tional reaction and reasoning reac- 
tion (thinking) will produce the proper 
behavior. We cannot go back into his- 
tory and correct or change the previous 
experiences which caused them to re- 
act as they do today. We can only 
set up new experiences from which the 
proper behavior will ultimately evolve. 


SPEED UP—HOW? 

If the current behavior of employees 
is based upon improper previous expe- 
rience, then it seems advisable that we 
dig back into our economic history of 
the past decade and determine the 
experiences which have resulted in the 
present employment behavior. It is 
further logical that we recognize the 
experiences which today are reacting 
negatively to our production program. 
It is further important that we pre- 
serve the experiences which are prov- 
ing advantageous. Such a program 
would be built upon the following 
conclusions : 

1. Management must adopt a speed- 
up program of its own. In many in- 
stances, our employees mimicked our 
own slowdown in management. Like- 
wise, many will mimic our own pro- 
gram of speed up. The emergencies of 
the moment and of the future will 
require that our golf scores go up in 
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order that cost of operation shall go 
down. It means that management must 
once more put in a full day. It means 
that management must put in a vigor- 
ous day. To be seated in a private 
office is not enough. We must do some- 
thing constructive all the time. We 
must return to the day when we leave 
our private office and patrol our beat. 
This does not necessitate the patroling 
and the contacting of every employee, 
but it certainly does indicate a return 
to a program of contacting our man- 
agement and junior executive family 
daily. This energetic program of active 
management will soon reflect itself in 
a similar attitude on the part of the 
lesser executives, and finally will pene- 
trate the working groups. The impor- 
tant concept is that a speed-up 
program must be led by example—by 
management. 

2. Recapture the affection of our 
workers. The recapturing of the affec- 
tion of our workers is very important. 
It requires the creation of experiences 
for the workers which will indicate that 
management has an interest in and 
respect for its employees. If these ex- 
periences are created constantly, then 
over a period of time the emotional 
reaction and the thinking of our em- 
ployees will become favorable to us. 
Then their performance will reflect a 
more favorable perspective. It remains 
for management to glorify the prin- 
ciples of security, fair play, promotion, 
and understanding, in addition to an 
equitable return in the form of wages 
for services rendered. This is all that 
unions have to sell. They have only 
one day a month to sell this sound 
philosophy. Management has six days 
a week in which to glorify this concept 
with all of its employees. 
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The moment that management, by 
its acts and not by words only, demon- 
strates that security abides within its 
commercial house, then the employees 
feel a lesser need for that union card 
to protect them against improper lay- 
off, dismissal, and discrimination. When 
management glorifies promotion from 
within, they will find in that glorifica- 
tion something extra which manage- 
ment can give and which the employees 
want—something which the unions can- 
not even promise. By setting up these 
favorable experiences which are both 
logical and inevitable, we soon find that 
our employees will listen to our re- 
quest for enlarged productivity and will 
listen less to the whisperings of certain 
outside leaders. 

Let us bear in mind that in the final 
analysis all human beings are selfish. 
This is not said in a derogatory man- 
ner. It is only natural to preserve 
ourselves. Consequently, if the work- 
ers can better their position in life, 
improve their security, and enjoy their 
working conditions more by listening 
to their leaders, they will do so rather 
than sacrifice these things or a portion 
of them in order to create a job for 
someone who may be unknown to them, 
but simply belongs to the same local. 
The establishment, the re-establishment, 
and the enlargement of the bond of af- 
fection between management and the 
workers is basic to any corrective pro- 
gram we may have in mind. 

3. Know the productive capacity of 
your employees. To cry, “speed up,” is 
not enough. We must know what the 
normal and honest capacity of produc- 
tion is in our various jobs. I recall a cer- 
tain concern which cried loud and hard 
about the slowdown of its delivery men. 


Let us call them Company X. Company 
X was positive that they were suffering 
from a case of ‘slowdown sabotage.” 
They were positive of it because the 
men formerly delivered their loads 
within eight hours. Today they are 
delivering an average load in ten hours. 
Yes, it was a case of just plain slow- 
down. They not only drove at a slow 
pace, tarried in the homes, but they 
willfully and maliciously stayed tor 
hours along the highways. Company X 
then applied meters on the trucks. 
These meters would indicate if they 
spent hours along the highways. Sur- 
prisingly enough, the meters did not 
indicate such time sabotage. Yet, it did 
take them ten hours to deliver the 
loads. 

It was then that I asked an execu- 
tive of the company the relationship 
between the number of stops formerly 
made in the eight-hour day and the 
number made in the ten-hour day. His 
answer was that in both instances they 
went out with swinging loads. How- 
ever, further analysis indicated that 
this company had changed its motor 
equipment during this period of time. 
They formerly had 14-foot trucks with 
a 2-foot tail gate. Now they had 
18-foot trucks with a 30-inch tail gate. 
A swinging load was formerly based 
upon an over-all length of 16 feet. A 
swinging load now is based on 20% 
an increase in load capacity of 





feet 
approximately 25 per cent. The in- 
crease in time consumed was 20 per 
cent. The answer was that the em- 
ployees were actually working faster. 
There was no slowdown. There was 
only an absence of comparative data 
which were fair and logical. Therefore, 
it is important that we determine what 
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constitutes a normal (day or hour) 
performance. Then we must take into 
consideration any factors that may 
have enlarged or reduced the work 
capacity. After adjusting the former 
standard to the conditions that may 
have occurred since then, we are in a 
position to determine what constitutes 
at present a comparative and equitable 
per hour or per day or per piece per- 
formance on the part of our employees. 
We will never progress far in the field 
of human engineering until we recog- 
nize the all-important essential that we 
must always work on facts and not 
on fancy. When we cease working on 
facts, we shall cause our employees to 
lose respect for our fairness, our judg- 
ment, and our integrity. On the basis 
of facts, we are prepared for the final 
step in the solution of our problem— 
competent supervision. 

4. Train and develop the proper 
supervision. During the past decade, 
much of our supervisory force has been 
confused and oftentimes neglected. Our 
supervisors (department heads and 
foremen) have been a neglected lot. 
With the advent of the trade-union 
movement, their activities of both 
judgment and discipline have been 
severely limited. If, in the exercise of 
their judgment, they created grievances 
with the unions, they were oftentimes 
subjected to reprimand and even dis- 
missal. Therefore, they ceased their 
potency of operation in order to avoid 
conflict. On the other hand, during 
this period when it was not difficult to 
operate businesses, top management 
ceased training, counseling, and in- 
spiring a supervisory force. In many in- 
stances, industry set up specific depart- 
ments to handle the human factor 
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within that industry. The foremen or 
the supervisory force simply became 
technicians to handle the technical 
phases of the jobs involved. 

Today we must restore to our super- 
visory force responsibility and author- 
ity which encompasses not only the 
technical but also the human factors of 
our industry. Let us bear in mind that 
many of our workers never see the 
president. They could not name the 
vice-president or recognize many of 
the other administrative members of 
our industries. To these people there 
can never be a closeness to top man- 
agement because of the very distance 
by which they are separated from them. 
However, there is a close and intimate 
association with their foreman or de- 
partment head. He is their boss. He is 
the company to them. He reflects the 
thinking of top management. If he is 
good, then the top management is 
good; and, by the same token, the re- 
verse holds true. It, therefore, remains 
for top management to bring back the 
supervisory force into close harmony 
with its own thinking and objectives. 
There is a great amount of training 
to be done. We have many bad habits 
in supervisory management which must 
be corrected. These people on the super- 
visory line must have returned to them 
a feeling of importance and in many 
cases a feeling of self-respect. They 
must become top management in the 
way they think and the way they act. 
When we have accomplished this, we 
will find that we have a dynamic lead- 
ership directly above our workers. We 
will find that they will patrol their 
beat and prevent employees from ac- 
quiring bad employment habits. They 
will be able to determine the proper 
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daily or hourly performance, and then 
supervise to see that it is performed. 
We must return power to them in order 
for them to be effective. The granting 
of power alone at this moment might 
not be wholly wise. It remains for top 
management to be sure that they are 
properly trained and qualified before 
the cloak of power is placed upon their 
shoulders. Our failure to have done 
this effectively in the past decade pos- 
sibly contributed to the slowdown 
among the workers. 

5. Work with instead of against 
union organization. In spite of the legis- 
lation which has been enacted and which 
may occur in the future, it seems quite 
likely that the workers of America, to a 
more or less degree, will continue their 
membership in the trade-union move- 
ment. We shall continue to have the 
problems of negotiating contracts and 
settling grievances with their duly 
elected or selected leaders (business 
agents). This relationship seems more 
or less inevitable. It is only logical that 
we should make the most of it rather 
than to permit it to be a constant source 
of irritation. It has been my own per- 
sonal experience that a union is only 
as difficult as the intelligence and edu- 
cation of its leadership permit. As a 
business agent or president of a union 
understands our business more fully, 
he or she becomes more tolerant and 
co-operative. As we in management 
observe more fully the principles upon 
which unionism is built, there is less 
cause for misunderstanding. If we rec- 
ognize the need of the union for mem- 
bership in order to conduct its business 
profitably, and remove the constant 
threat of destroying this source of in- 


come, then friendliness and under- 
standing can replace hatred and fear. 
When understanding and friendliness 
have replaced the opposite mental and 
emotional perspective, it is not too diffi- 
cult to get the co-operation of the 
union in the installation of normal pro- 
duction. I do not wish even to intimate 
that we can use the union as a means 
of getting enlarged production in ex- 
cess to what has previously (prior to 
the slowdown) existed. I have, how- 
ever, enjoyed the co-operation of 
unions to restore normalcy in produc- 
tion and have found their co-operation 
very effective. Even though you can- 
not get the full co-operation of the 
union to speed up production to nor- 
malcy, a friendly and understanding 
relationship will minimize their efforts 
in the direction of a slowdown. In 
this way, our own efforts will bear 
more fruit. 

This article was not intended as 
a complete analysis of the causes of 
slowdown, or as a sure cure for it. 
My fondest hope is that it might stimu- 
late some thinking and some effort on 
the part of the readers. I trust that 
anyone who faces this problem may 
possibly adopt the following program: 

a) Determine on facts whether or 
not there is a slowdown within the 
organization. If there is, decide upon 
facts where it is located. 

b) Of the general and _ basic 
Causes previously enumerated, deter- 
mine which apply in the specific case. 

c) Set up a program of “respect 
and affection control” of the workers. 

d) Ask the question, “Is the super- 
visory force properly qualified to as- 
sume the amount of authority which 

(Continued on page 125) 
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Human Reactions to Executive 
Responsibilities 


LAWRENCE C. LOCKLEY 


Men in large organizations usually 
earn promotion to line positions of ex- 
ecutive responsibility through years of 
faithful and efficient service in assign- 
ments of increasing, but still limited, 
authority. Certain technical workers, 
valuable in laboratory and engineering 
work, are specifically trained for their 
jobs. Few acoustic engineers are ex- 
pected to have a flair for administration 
or personnel work. But the line execu- 
tive, whose academic training may have 
been in liberal arts, in economics, or 
in business administration (all disci- 
plines so general and so remote from 
the specific requirements of administra- 
tive work as to constitute no actual 
professional training), must advance 
without previous training, and with 
only his native ability and the con- 
clusions he has reached through obser- 
vation and reflection. 

As a result, most line executives on 
promotion to positions of responsibility 
are little trained, and must learn to do 
their work on the basis of intuitive 
genius, or trial and error. The fact that 
they work within a framework of well- 
established company policy makes it dif- 
ficult to judge their effectiveness except 
over a long period. Yet several tend- 
encies—holdovers from their earlier 
competition for advancement—may 
hamper their own further progress, 
and may disrupt the morale of the 
groups they supervise. 

1. Failure to make clear-cut delega- 
tion of assignment. Long accustomed 
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to being judged on their own produc- 
tion, they feel uneasy in a situation in 
which they no longer personally per- 
form. Having given assignments, they 
are unable to confine themselves to 
checking on progress of work under 
way and adequacy of end results, but 
want to be close participants in the 
work. 

Since most of the newly promoted 
line executives have found their oppor- 
tunity because a predecessor had earned 
his own promotion through good ad- 
ministrative work, the group super- 
vised by the newly promoted line execu- 
tive is accustomed to working under 
skillful guidance. The turnabout is usu- 
ally hard on them. Moreover, by his 
close contact with the progress of work 
assigned, the line executive clogs up his 
schedule, and causes unnecessary and 
sometimes great delay in demanding 
to be consulted at each intermediate 
point of decision. 

In large organizations, the promo- 
tion of a line executive often is followed 
by a considerable personnel turnover 
in the staff under him. Possibly much 
of this turnover is due not to envy on 
the part of the men not promoted, or to 
personal incompatibility, but to their 
inability to adjust to new and less adept 
guidance and supervision. 

2. Failure to retain decisiveness. 
The amount of personal service re- 
quired by the American executive is 
a subject of frequent anecdote. Yet it 
is to be expected on the part of most, 
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and is likely to be avoided only by the 
strongest. The minor executive who is 
proficient in turning out reports, and 
performs many extra duties well, finds 
himself promoted, and confronted with 
a bewildering array of demands on his 
attention, and with the need for making 
many decisions on the basis of informa- 
tion provided by subordinates in whom 
he has not yet learned to have confi- 
dence. It often happens that such execu- 
tives lose the ability to perform for 
themselves. The amount of ghostwriting 
of executive speeches indicates one 
aspect of this atrophy of capacity. As 
long as the executive is working within 
a framework of well-integrated com- 
pany policies, it is probable that he will 
be able to work with adequate effi- 
ciency. Yet the arising of real emer- 
gencies may find him lacking in the 
very skills and characteristics which 
made his promotion possible. 

3. Failure to realize the basis of ap- 
praisal of his work. Before the line 
executive was promoted, he was judged 
on his own performance. After he is 
promoted, he will be judged on the 
results of his division or his depart- 


ment. If he is smart, he will surround 
himself with the ablest men he can find, 
give them scope for the utmost of their 
capacities, and be liberal in his acknowl- 
edgment of credit to them. It often 
takes considerable apprenticeship on 
the part of a line executive to reach 
this philosophical point. Still remem- 
bering how he was previously judged, 
he tends to try to give the impression 
that it is his work that makes his 
department successful. 

These three points of failure on the 
part of the newly promoted line execu- 
tive not only hamper his own work, 
but also exact a heavy toll on the 
morale of the men he supervises. Could 
he be so indoctrinated that he would 
see in advance how he must work with 
his men, he could step into his new job 
with little hesitation and with little 
sacrifice of efficiency and morale on 
the part of his men. 

Possibly more pointed executive 
training would make the transition be- 
tween successive divisional and depart- 
mental executives much easier in Amer- 


ican business. 
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The Philosophy Behind the Last-In- 
First-Out Inventory Method 


H. I. KLEINHAUS 


Perhaps it would be appropriate to 
start this discussion by relating how 
“Lifo” (last-in-first-out) came to be 
considered as applicable to retailing. 

In 1940, before the United States 
declared war, Canada passed an Excess 
Profit Tax Law permitting those tax- 
payers who were subject to the 75 
per cent excess-profits tax rate to set 
up a reserve against the future decline 
of inventory prices. Since Canada did 
not have price control until November 
1941, the prospect of rapidly rising 
prices seemed very real at that time. 
However, the law was not clear since, 
if I remember correctly, it provided 
no rules for setting up the inventory 
reserve. That was understandable. For 
example: (1) Canada had inherited 
from England the truism that an in- 
ventory profit (or reserve) cannot be 
concealed for all time; eventually, the 
inventory must be disposed of; and 
(2) there were in Canada relatively 
few companies large enough to be sub- 
ject to the 75 per cent rate, thus each 
could be dealt with individually. 

During the spring of 1941, the 
United States was operating under a 
defense program and prices were ad- 
vancing. Mr. Lew Hahn, general man- 
ager of the National Retail Dry Goods 
Association, had been concerned with 
price inflation and its dire consequences 
from the day Germany invaded Poland 
in September 1939. It was he, I be- 
lieve, who suggested to the Tax Com- 
mittee of the N.R.D.G.A. that the 
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situation of rising prices and high 
taxes on “paper” profits with subse- 
quent inventory losses be examined 
carefully. Since Mr. Hahn had been 
with the N.R.D.G.A. during the period 
of inflation following World War I 
and, also, president of the Hahn De- 
partment Stores (now Allied) during 
the period of deflation that followed 
the Wall Street crash in October 1929, 
he was well qualified to speak. 

At first, the Tax Committee concen- 
trated on the idea of an amendment 
to our tax law to provide for a reserve 
similar to that included in Canadian 
law. This line of thought proved futile 
since no concrete basis on which to 
compute a reserve acceptable to the 
United States tax authorities could be 
found. Moreover, under a simple re- 
serve plan, all one needed to do to 
reduce taxes to zero was to buy a 
sufficient amount of merchandise at 
higher prices to obtain a reserve large 
enough to offset ordinary income. 

As opposed to an amendment to 
the tax law, the staff of the Controllers’ 
Congress of N.R.D.G.A. offered the 
suggestion that retailing apply the Lifo 
inventory method—the Elective Sys- 
tem as it is known officially—a _ provi- 
sion included in the tax law since 1938 
for the use of industry. Long study 
indicated the impracticability of com- 
paring the prices of each type of unit 
included in a department’s inventory. 
Finally, the idea that a price index 
would serve our purposes was ad- 
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vanced, Various indexes were ex- 
amined, but none was found that might 
be expected to satisfy the Bureau of 
Internal Revenue. In fact, the Com- 
mittee itself found none of the existing 
price indexes acceptable. 

At last, it was decided to call in 
the National Industrial Conference 
Board to develop an index. The first 
suggestion was to develop a formula 
for using such an index based on cost. 
However, the Controllers’ Congress 
staff opposed the idea of a cost index, 
arguing that cost in two neighboring 
and competitive stores might vary 
greatly depending on the time the order 
for any given piece of merchandise had 
been placed. On the other hand, retail 
prices at which these stores offered 
such items of merchandise would prob- 
ably be more uniform, and thus prove 
more suitable for use in index-devel- 
opment techniques. As a result, the 
staff proposed a simple formula based 
on a retail index. Their argument was 
that the retail index reflected, in the 
typical case, changes in actual cost 
and variations between yearly mark-on 
rates. This was the basic formula sub- 
sequently approved and published by 
the Bureau of Internal Revenue. 

Mr. Jay Iglauer (vice-president and 
controller, Halle Brothers) was chair- 
man of the N.R.D.G.A. Taxation 
Committee at the time. His most con- 
vincing talks to retailers on this im- 
portant subject led several of the larger 
ones to adopt Lifo. From the begin- 
ning, Mr. Iglauer has been one of 
Lifo’s most ardent backers and the re- 
tailers of the country are much in debt 
to him for his effective expenditure of 
time and effort in securing its benefits 
to the craft. 


There is nothing sacred about ac- 
counting methods; they are based on 
opinions. Inventory valuation is, in 
a sense, an accounting method. Opin- 
ions change—in medicine, in law, in 
all inexact sciences. There are many 
different methods or bases for evalu- 
ating inventories—some peculiar to a 
single industry or trade. And in some 
instances, several methods—all accept- 
able to the accounting profession and 
to the tax authorities—may be in use 
within a single trade. 

For example, thirty years ago—be- 
fore the retail method of inventory was 
approved for use in connection with 
Federal income taxes-—cost-or-market- 
whichever-is-lower and pure cost were 
not the only bases of inventory valua- 
tion in the retail trade. Some stores 
even used the retail method for internal 
operations—possibly also for their fiscal 
reports—and either cost or “C or 
M” (cost or market value) for tax 
purposes. 

It is history that the early advocates 
of the retail method had no easy time 
convincing their bosses, other retail 
merchants, and even accountants of its 
advantages—and it must be remem- 
bered that these were not tax advan- 
tages. How well I remember the 
difficulties the late Carlos B. Clarks, 
controller of J. L. Hudson Company, 
and for years the chairman of the 
N.R.D.G.A. Tax Committee, encoun- 
tered in obtaining the approval of the 
Bureau of Internal Revenue for the 
retail method. 

Retailers were loath to accept the 
Lifo theory in 1941. Many do not yet 
approve it. Their reluctance to accept 
it is, in my opinion, due to the fact 
that the tax-saving angle has been 
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stressed altogether too much. They 
have lost sight completely of the basic 
soundness of the theory. Their think- 
ing has been far too much influenced 
in recent months by the published 
statements of large retail organizations 
indicating tax savings running into 
millions of dollars. 

But I have always taken a different 
attitude toward Lifo. My articles, 
written during the years I was man- 
ager of the Controllers’ Congress of 
N.R.D.G.A., confirm this. To me, the 
chief benefits of the Lifo method over 
a period of time arise from the fact 
that income will fluctuate less. If all 
industry and trade would use Lifo, 
I dare say the economy as a whole 
might benefit. There would be more 
moderate swings to the business cycle, 
and lower peaks and shallower valleys 
to the curves of production, employ- 
ment, and earnings. 

Tax savings through the use of Lifo 
are secondary. Right now this phase 
seems most important because it has 
enabled its users, during the interven- 
ing years since its inception, to de- 
crease their tax liabilities, particularly 
their excess-profits taxes. Ordinarily— 
at least in theory—with uniform tax 
rates over a business cycle there would 
be no tax savings in the use of Lifo 
per se. But Lifo tends to reduce income 
during a period of inflation and to 
increase income during a period of 
deflation. For example, a review of 
the past twenty years will indicate the 
substantial tax savings that might 
have accrued to Lifo users. Consider- 
ing the possibility that prices might 
recede to their January 1941 levels, 
one can easily contemplate similar sav- 
ings during the coming twenty years. 
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What is the basis for this statement ? 
The fact is that big tax savings de- 
veloped during the years when taxes, 
including excess-profits taxes, took 50 
per cent or more of earnings as com- 
pared with a maximum of 38 per cent 
today. A comparison of the Lifo and 
retail method shows that under Lifo 
earnings are decreased as prices move 
upward, and increased as prices move 
downward; whereas under the retail 
method these trends are reversed. 
Consequently, under Lifo income is 
lower when taxes are high, and higher 
when taxes are low. And the possi- 
bility of dissipating earlier tax savings 
seems slight since it is hard to foresee 
tax rates during a period of declining 
prices as high as those prevailing dur- 
ing the war. 

In evaluating these methods, we 
must keep in mind that the primary 
cause of inflated prices was war. This 
brought about extraordinary govern- 
ment spending. Demand rose to dizzy 
heights. Production, although stepped 
up, lagged far behind. It is difficult to 
contemplate great government spend- 
ing for war or other purposes, and 
a high tax rate, contemporaneous with 
a decline in the price level. So in all 
likelihood, when the time comes to 
charge higher taxes under Lifo against 
former tax savings, the taxes will be 
lower than during the war years. 

Again, it is emphasized that tax 
saving is secondary; the important 
factor to remember about Lifo is that 
over a long period of time it has a 
tendency to stabilize the economy. 

The press has published many 
stories about Lifo and the attitude of 
retailers toward it. One story was 
that certain retailers opposed Lifo be- 








102 JOURNAL OF RETAILING 


cause it required that goods be priced 
at retail based on replacement cost. 

This is a definite misconception. 
Lifo does not affect pricing methods— 
it does affect gross profit or margin 
determination. It applies replacement 
cost against total sales—not individual 
sales. Lifo holds that the inventory at 
the beginning of the year (department 
by department) remains intact as to 
quantities and values at the end of 
the year. Any change in quantities 
(physical) brings about an adjustment 
of the Lifo value at the end of the 
year, based on the constant value at- 
tached to the inventory at the first 
of the year. 

Consequently, if the inventory at the 
first of the year remains intact, sales 
made immediately afterward must be 
regarded as having been made from 
purchases made subsequent to the 
sales. This is where the element 
of replacement cost enters—in the 
profit calculation, not in the pricing 
requirement. 

It can be explained more clearly 
by the following illustration. Suppose 
the opening inventory consisted of 200 
dresses costing $10.00 each, to retail 
at $15.00 each. These dresses, sold all 
at one time, would yield $3,000. Re- 
placement dresses of similar quality 
and quantity would be purchased im- 
mediately to replenish the stock. How- 
ever, the cost of the replacement 
dresses would be $11.00 each, to retail 
at $16.50 each. Under the retail method 
the gross margin would be computed 
as indicated above. 

The gross margin of $1,000 is equiv- 
alent to 200 dresses at a margin of 


$5.00 each. 





i il a ia $3,000 
Opening inventory ........ $2,000 
gi. a, Pra 2,200 

4,200 
Closing inventory .......... 2,200 
Ont Ot eRbee 5.6 sks Foie 2,000 
S068 MACE... cis scaasicc $1,000 


Under Lifo, the application of the 
price index (which will be explained 
in a later article) would produce a 
closing inventory of only $2,000. This 
is based on the assumption that re- 
placement dresses are similar in quality 
to those in the beginning inventory. 
Thus, the Lifo gross margin calcula- 
tion would substitute a lower closing 
inventory, viz.: 








eee SE ie SES $3,000 
Opening inventory ......... $2,000 
POUAGES ... 4-4 d4ndnndes isso) ee 
4,200 
Closing inventory ......... 2,000 
eS een eee 2,200 
Gross “diaries ooo Pei 8 $ 800 
These simple examples __ illustrate 


how, under Lifo, the cost of sales 
is equivalent to the cost of the 
replacement. 

Recently, in discussing Lifo with a 
retailer, I had to answer this remark: 
“Well, after all, isn’t Lifo a bit of 
tax saving hocus-pocus?’’ Our result- 
ing conversation went something as 
follows: 

Writer: “Do you have a reserve for 
bad debts on your books?” 

Merchant: “Of course, about 3 per 
cent.” 

Writer : “Do you, in computing your 

(Continued on page 110) 
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What Customers Think About 
Branch Stores 


JoserpH M. GoLorr 


The extent to which branch-store 
expansion on the part of department 
stores can develop depends on the de- 
gree to which branching serves the con- 
sumer. Because of the importance of 
the attitude of shoppers, the Research 
Division of the School of Retailing, 
New York University, undertook a 
survey in the spring of 1948 to deter- 
mine whether consumers had any pro- 
nounced views toward branch stores, 
or any strong preference between 
branch and parent store. 

Residents of White Plains, New 
York, were selected for questioning for 
two reasons: first, White Plains has 
had several branch stores for a number 
of years, and, second, commuting to 
New York is easy enough to allow 
consumers a reasonably free choice be- 
tween White Plains branch stores and 
Manhattan parent stores. Moreover, 
independent stores in and near White 
Plains provide a third choice for shop- 
ping. White Plains itself has branches 
of Oppenheim Collins and Company, 
B. Altman and Company, Best and 
Company, and Bonwit Teller, Incorpo- 
rated.1 A new branch of Lord and 
Taylor at Eastchester, New York (not 
originally regarded as near enough to 


1 White Plains has, as well, branch stores 
of several of the apparel chains, such as 
Lerner Shops and A. S. Beck. Because they 
offered only a limited assortment of mer- 
chandise, they were not included in the 
questionnaire. 
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be a major factor in the retail trade of 
White Plains), turned out to be a factor 
in the thinking of residents of the area.? 

The survey was based on a mail 
questionnaire (reproduced at the end 
of this report) mailed to 4,005 resi- 
dents of White Plains, selected from 
the telephone directory. It was believed 
that the slight upward bias of a list 
of telephone subscribers would con- 
centrate the survey among those fam- 
ilies most likely to have had shopping 
experience with the stores in question. 
A total of 802 usable returns were re- 
ceived, or almost exactly 20 per cent. 
The ratio of returns was high enough 
to suggest that the sample obtained 
by the questionnaire was satisfactorily 
reflective of general attitudes on the 
part of White Plains shoppers. More- 
over, the care with which the ques- 
tionnaire—in spite of its complicated 
appearance—was filled in by respond- 
ents indicated a lively interest in the 
question of branch stores by shoppers. 


ANALYSIS OF THE TABULATIONS 


The first question*® was an attempt 
to appraise the over-all preference of 
shoppers between local stores and 
branch stores on the basis of reasons 


2 Thirty-one respondents wrote in com- 
ments on the quality of Lord and Taylor 
merchandise and service. 

8 See appended questionnaire. 
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for preference. Table I shows the re- 
plies. Many respondents checked the 
same qualities or competitive charac- 
teristics for several stores. The per- 
centages may, therefore, be regarded 
as indicating the proportion of re- 
spondents who think each store is 
excellent with respect to the charac- 
teristic checked. 
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chandise selection, and advertising. The 
local store average is 11.6 per cent 
lower than the branch-store figure with 
respect to courtesy of employees. 

On the whole, it may be said that 
the branch stores have a distinct ad- 
vantage over the local stores on all 
aspects of what might be termed the 
amenities of shopping. 


TABLE I 


SHOPPERS’ APPRAISAL OF COMPETITIVE FACTORS OF WHITE PLAINS STORES 
(IN PER CENT) 


100 Per Cent = 802 


Branch Stores Local Stores * 














Average Average 

Store Store Store Store Branch Store Store Local 

A B GC D Stores E F Stores 

Quality of merchandise............... 62.3 48.0 54.6 16.0]45.2 | 12.3 22.6 |17.4 
Wide selection of merchandise.......... 57.8 14.4 23.5 8.8] 26.1 | 38.1 4.8 |21.4 
Best value for your money............. 44.5 18.6 16.3 21.0} 25.1 | 38.4 3.5 | 20.9 
BS E46 WR eas Te PRihives es oie ces iie O99 2.1 G/.1. 10.513.7 1 3.3 2a 157 
Window and interior display........... 41.4 12.6 73.0 12.3} 34.8 9.0 16.8 | 12.9 
Oe ere 53.5 13.6 20.4 8.3] 23.9 | 33.0 3.1 1/18.1 
Courtesy of employees................. 49.4 36.9 38.8 23.8] 37.2 | 37.0 13.1 | 25.6 
Refund and exchange policies.......... 58.3 27.5 26.8 15.1] 31.8 | 29.3 2.1 115.7 
Shopping convenience and atmosphere... 58.8 29.6 50.0 17.8} 39.0 | 23.6 11.3 |17.5 





* A third local store was included in the questionnaire, but it was found to be so highly 
specialized that it was not comparable with the other two local stores or with the branch stores. 


Therefore, no tabulations are shown for it. 


For convenience in presentation, the 
mentions accorded branch and _ local 
stores for specific factors of shopping 
preference have been averaged. Branch- 
store averages were better than twice 
as high as those of the local stores 
with respect to quality of merchandise, 
fashion, window and interior display, 
refund and exchange policies, shopping 
convenience and atmosphere. Local 
averages are roughly 5 per cent lower 
than those for the branch stores with 
respect to money values, size of mer- 


Comparison of the figures for Store 
A, which appears to be the most popu- 
lar branch store, and Store E, the 
favored local store, shows that only 
the value factor is within 5 per cent 
of the branch-store score. Quality of 
merchandise is rated lower by 50 per 
cent, fashion by 36.6 per cent, display 
by 32.4 per cent. This lead for the 
branch store suggests a general lack of 
the prestige element for the local store, 
a lack which affects the sale of style 
merchandise and related goods, but 
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which may be overlooked in hard lines, 
as will be borne out by subsequent tab- 
ulations of store preferences by specific 
merchandise lines. 

In an attempt to pin respondents 
down to specific preference, the ques- 
tion, ‘Of all the stores in White Plains, 
which is your favorite store for shop- 
ping ‘” was asked. A total of 32 stores 
in and within easy reach of White 
Plains was mentioned. Table II shows 
the distribution of responses. 


TABLE II 


SHOPPERS’ STORE PREFERENCES IN 
WHITE PLAINS 
(IN PER CENT) 


100 Per Cent = 802 


MO TAaVOTHNE BOTC.....660560656% 14.3 
Brore A CIRGREN) 666. ccckcik as 52.6 
OR Sl 14.4 
ee (Sr 12.0 
et EG el: | 4.5 
Store © Coramen) ........<.6s. 2.8 
PURRRMNNIEEE RE ES ecu . o.n es 7.4 


Some respondents mentioned more 
than one store. 


Of the thirty-two stores named, 


twenty-six were branch stores and six 


were local stores. 

Probably more significant than a 
general preference is the statement of 
preferences by types of merchandise. 
Question 3 asked respondents to fill 
in the name of the store they preferred 
when shopping for specific types of 
merchandise. Table III on the follow- 
ing page shows the tabulation of replies 
to this question. 

The average figure for ‘“‘no favorite 
store” is 18.3 per cent for dresses, 
coats and suits, lingerie, shoes, acces- 
sories, and housefurnishings, which 
suggests that the items that women 
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personally wear and use tend to be 
purchased with a high degree of selec- 
tivity which evolves into strong store 
preference. In this study the figures 
range from a 51.8 per cent preference 
for branch-store shoe purchases to 
69.9 per cent for branch-store pur- 
chases of lingerie. Only 14.5 per cent 
of the respondents had no favorite 
store for lingerie purchases, which in- 
dicates that buying habits are fairly 
rigid in this classification. Local stores 
were preferred by 42.1 per cent of 
the respondents for millinery, and by 
54.4 per cent for housefurnishings. The 
choice of local stores for millinery, 
which might have been expected to fall 
into the same pattern as other wearing 
apparel, may be conditioned by the 
higher percentage of respondents (31.6 
per cent) who have no favorite store 
for millinery, the lack of uniformity 
(by any standard the consumer can 
apply) of the product of any one 
maker, or failure on the part of the 
branch stores to satisfy the desires of 
the particular community. 

Since classification of housefurnish- 
ings is very broad, it is not unlikely 
that the store preference figure is 
somewhat misleading. Furniture, major 
appliances, miscellaneous housewares, 
and linens are usually shopped for 
separately ; major appliances and mis- 
cellaneous housewares are widely 
distributed in local stores, and may 
overbalance consideration of other mer- 
chandise within the classification. 

The merchandise that women buy but 
do not personally wear or use seems 
to be purchased on a somewhat dif- 
ferent basis. Store preference is not 
so strong—28 per cent of the respond- 
ents have no favorite store for chil- 
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dren’s wear, 33.9 per cent have no 
favorite for men’s wear, and 498 
per cent have none for boys’ wear. 
These purchases may logically involve 
consideration of price and durability, 
with less inclination to pay a premium 
for style. Branch stores were preferred 
by 54.1 per cent for children’s wear, by 
35.8 per cent for men’s wear, and 
by 22.0 per cent for boys’ wear; local 
stores were preferred for boys’ wear 
by 27.6 per cent. Distribution of store 
preference between local and branch 
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Although it seems clear that White 
Plains shoppers think highly of branch 
stores, and prefer them to local stores 
by a considerable margin, there 
still the question whether they prefer 
the branch or the parent store when 
local stores are not under simultaneous 
comparison. Question 4 gave shoppers 


is 


an opportunity for a direct preference: 
“When you patronize organizations 
that have both New York and White 
Plains stores, which do you prefer, the 
New York store or the White Plains 


stores is more equitable in these store?” Table IV shows the results of 
classifications. this question. 
TABLE III 


STORE PREFERENCES FOR PARTICULAR TYPES OF MERCHANDISE 
(IN PER CENT) 


100 Per Cent = 802 


Total 
No. Stores No. Favorite Branch Local Other 
Type of Merchandise Mentioned Store Store Store Types 
NN Se ad caine « 31 31.6 24.6 42.1 1.9 
i | SiR Sreeeeneee 34 16.3 58.6 17.9 7.4 
ces Gir Barts... .... 35 16.9 64.7 18.4 | 
RENEE SS oc oeauk ocets 25 14.5 69.9 21.4 2.1 
PRINS 6.0. KASS os 25 2.5 63.5 18.5 0.6 
Children’s wear .......... 23 28.0 54.1 24.6 0.6 
NN a a Ee ie 40 18.9 51.8 29.2 5 .8* 
ere 24 33.9 35.8 29.0 5.6 
ae 27 49.8 22.9 27.6 1.9 
Housefurnishings ........ 25 21.9 25.8 54.4 3.4** 
* 1.3 per cent mentioned Manhattan stores. 
** 3.0 per cent mentioned Manhattan stores. 
TasLe IV 
SHOPPERS’ PREFERENCE BETWEEN PARENT AND BRANCH STORES 
(IN PER CENT) 
100 Per Cent = 802 
Prefer Prefer No Preference 
Branch Parent Expressed 
SS a eee 66.0 21.9 12.1 
i eee eee ere 52.6 2 27.9 
St yh Se Pe ES age 60.8 14.0 23.2 
SNPTENTS 24: Rachel nko doce thee’. 49.5 15.6 34.9 
Total for the four stores............ S72 17.7 25.1 





i The reasons for preferring the branch 


store to the parent store are: 


Convenience of location........ 
More pleasant to shop in....... 
Better service and courtesy..... 
Selection of merchandise....... 
Reasonable prices ............. 
Ty MIE Ms anc ev asaemes oe ca 


The reasons for preferring the parent 


stores to the branch stores are: 


Per Cent 


— 


— = Os] & SI 


Per Cent 


Better selections and assortments 


of merchandise ............. 
Fuller stocks and size ranges... 
Easier and pleasanter shopping. 
age. 
Better service and courtesy..... 
Better quality merchandise .... 
ee repsperae teasers Saree 


The fifth question asked for com- 


ments. 


le Listed across the top of the chart below are the names of seven stores that are representative of 
places to shop in white Plains. The left-hand column of the chart shows nine factors on which we 
would like to have your rating of these stores. 
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Apparently, a strong need is felt 


Looking forward to Macy’s new 
ee, eee ee Poe 
Would like to see Wanamaker’s 
Ce ee Er ryy F 
Would like a store like Blooming- 
doles or SterW ec... ccccccccccs 
Would like a store like Ware’s.... 
White Plains needs more depart- 
WG SOS ©... oben 
White Plains adequate except for 
furniture and housefurnishings.. 
No satisfactory household article 
store or department............ 


NN ooo x es ad oe eee 


NEW YORK UNIVERSITY 


SCHOOL OF RETAILING 


Om each line please place a check mark (/) under 


for a store that carries a complete 
line of housewares and homefurnish- 
ings. The table below indicates the 
number of people who have expressed 
such a sentiment, and also indicates the 
stores that they feel would fill this need. 


30 


the name of each store which you consider outstanding in regard to the factor mentioned on each line, 


of 


Wide selection of merchandise 


values for 
on 
Window 4 interior 


dverti 
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Judith 
Troeder 


Le Ae 


Dept. | Collins Altman Best Bormit 
Coe COs CO Teller 














108 JOURNAL OF RETAILING 
2. Of all the stores in White Plains, which is your favorite store for 


shopping? 





3e Please fill in the name of the store yo prefer when shopping for the 


following types of merchandise; 
Millinery 





Dresses 





Coats & Suits 





Lingerie 





Accessories 





Children's Wear 





Shoes 





Men's Wear 





Boy's Wear 
House Furnishings 








le When yo patronize organizations that have both New York and white 
Plains stores, which do ym prefer, the New York store or the Mhite 


White Plains New York Why 


Plains store? 





Oppenheim Collins & CO. 





Be Altman & COs 





Best & C0. 








3onwit Teller 














Se Please write any comments on local stores, branch stores, or parent 


stores that you may care to make. 











Although the branch stores made an 
excellent showing in general, twenty- 
three of the respondents took excep- 
tion to the advertising policies of the 
parent stores. Their complaint was 
clearly stated by one respondent as 
follows: “I find it difficult to purchase 
any article I have seen advertised in 
the newspaper as being ‘also available 
in our White Plains store.’ True, they 
will order it for you, but this takes 
time and I find this a bit annoying.” 
Another respondent complained that 
occasionally when the branch store 


does have an advertised item, it has 
a very poor assortment of sizes and 
colors, and again a delay is necessary. 

In spite of the comparative newness 
of the White Plains shopping area, 
there already seems to be a parking 
problem. Nineteen respondents wrote 
in comments on the parking situation. 

It seems clear that White Plains 
shoppers prefer branch stores to avail- 
able local stores and to parent stores 
for a consequential part of their shop- 
ping. Convenience of location, of course, 

(Continued on. page 130) 
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Adjustments as a Key to Operating 
Difficulties 


EMANUEL Last 


For a long time we have heard it 
said that satisfying the customer is the 
key to good adjustment policy. That 
this is true is almost universally ac- 
cepted today, and stores are keying 
their adjustment activities toward ac- 
complishing this goal. 

However, we must be careful that 
this goal is not set as the sole job of 
adjustment departments. Accomplish- 
ing this will only aid in keeping the 
good will of the customer, if the cus- 
tomer does not continually have com- 
plaints that must be adjusted. Com- 
plaints are to a store what pains are to 
a person. If pains occur infrequently, 
and if they do not recur in the same 
place, they are expected parts of living. 
However, when they do recur fre- 
quently or do recur in the same place, 
they are danger signals for action. 

The use of adjustments as an in- 
dicator of the health of your store is 
making good use of a part of business 
that is normally thought of as a neces- 
sary evil. Adjustments are one of the 
few methods of determining what your 
customers think of your merchandise, 
service, etc., before you lose them as 
customers. True, the test of whether 
your customers like your store is their 
continued patronage. But why wait for 
customers to stop buying at your store 
before you analyze what is occurring 
to discourage your trade? 

Adjustment policies have built up 
confidence so that customers know that 
you will stand behind your merchan- 
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dise. But the customers who do not 
obtain their merchandise on time, or 
have to have exchanges made continu- 
ally, are not satisfied by this policy. 
The problem here is what is causing 
complaints and what can be done 
about it. 

To determine the seriousness of the 
complaint situation in your store, you 
must first know how many complaints 
you are getting and what types of 
complaints are being made. This can 
readily be accomplished by a system 
of coding complaints and analyzing the 
results. Three types of reports are 
worth making up. 

1. An analysis of total store com- 
plaints by type of complaints. 

2. An analysis of the distribution of 
store complaints by departments. 

3. An analysis of department com- 
plaints by types of complaints. 

In determining the types of com- 
plaints to use in making your analysis, 
you might give thought to what in- 
formation you wish to obtain from 
your reports. First, you would cer- 
tainly wish to know if your merchan- 
dise is of the quality you wish to sell. 
Complaints on defects in materials, 
washability, etc., can readily tell you 
if the merchandise is up to standard. 
Second, the personnel-service com- 
plaints yield a good yardstick of sales- 
manship and store-wide customer atti- 
tude. Third, the entire problem of 
delivery can be analyzed from the 
viewpoint of nondeliveries, damaged 


~/ 
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merchandise, wrong merchandise, or 
shortages. Other breakdowns may sug- 
gest themselves as you obtain expe- 
rience with the analysis technique. 

Obtaining these reports is just the 
first step in the right direction. It 
should be the job of the adjustment 
manager to use these reports in work- 
ing with interested executives to elimi- 
nate the causes for complaints. Where 
a specific department has had numer- 
ous complaints on merchandise defects, 
the buyer should have this called to 
his attention. The individual com- 
plaints should be made available to him 
so that he may determine if his trouble 
lies with one specific resource. 

The adjustment manager should call 
to the attention of the training depart- 
ment and service manager the per- 
sonnel complaints and errors, so that 
corrective training may be given. 

The adjustment manager can discuss 


delivery damages with the delivery and 
wrapping and packing manager to see 
if changes can be made that will reduce 
damages. 

These are just a few of the possible 
follow-up techniques in using adjust- 
ment of reports for reducing com- 
plaints. Your own problems will dictate 
the course for you to take. 

I can hear immediately the protests 
that the adjustment department is kept 
busy enough in handling and settling 
complaints. However, if complaint set- 
tling is all they are going to do, there 
is no hope of reducing complaints, and 
there are great possibilities of increas- 
ing complaints. As competition becomes 
keener, the company that has geared 
itself for better service by continued 
elimination of complaint-causing situa- 
tions will find business much easier 
to keep than the company that simply 
states it has a liberal adjustment policy. 





Lifo Method 
(Continued from page 102) 


stores profits, include in operating 
costs a provision for bad debts ?” 

Merchant: “Of course—one half of 
1 per cent.” 

Writer: “If you knew that a depres- 
sion was imminent and that unemploy- 
ment would be widespread, would you 
be satisfied with this one-half of 1 per 
cent ?” 

Merchant: “No, I would step up the 
reserve, maybe to 6 per cent.” 


Writer: “That is precisely what Lifo 
does. You ordinarily carry a reserve 
of 3 per cent of your accounts receiv- 
able to protect you against uncollected 
debts. If a depression were imminent, 
wouldn't you be justified to increase 
your reserve on bad debts to 6 per 
cent? Further, your merchandise in- 
ventory is inflated. If a depression 
were to hit you, you would take large 
losses. Similarly, Lifo supplies you 
reserves during inflationary times to 
protect your decreased earnings during 
deflationary times.” 
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Of the Month Clubs 


STANLEY C. HOLLANDER 


“Every man can be a club man” was 
the theme of a recent humorous article 
in a popular magazine.’ As the author 
of this article pointed out, a consumer 
with a penchant for club memberships 
could sit of an evening, after dining 
on the Delicacy of the Season, the Fruit 
of the Month, and the Cheese of the 
Month Club’s selections, to read the 
Book-of-the-Month Club’s choice. Or, 
if the spirit so moved him, he could, 
while wearing the Tie of the Month 
and while nibbling on the Candy of 
the Month, listen to the Record of the 
Month. 

The publication of such an article 
in a popular magazine, as well as the 
fact that a consumer with an ample 
enough purse could belong to all of 
the clubs mentioned, as well as many 
more, is indicative of the growing num- 
ber of merchandise clubs. Clubs of 
various sorts have long been used, and 
are being used today, as sales-promo- 
tional devices. Many merchants have 
found “Hi-Teen Clubs” and_ similar 
good-will building organizations use- 
ful, while other businessmen have 
found that memberships in more or 
less ephemeral groups, such as the 
“Junior G-Men,” make very satisfac- 
tory premiums in return for box tops. 
“Suit Clubs” and 
schemes, although illegal, are still 


similar lottery 


used occasionally to sell to some in- 
dustrial workers, and various other 
club plans are to be found in the sale 


1 Geoffrey T. Hellman, “Love Among the 
Month Clubs,” ’48, May 1948. 


of aluminum ware and similar products. 
However, in recent years mer- 
chants have become familiar with a 
new type of club, the “—of the Month 
Club,” as a selling tool. Using sub- 
scription techniques somewhat similar 
to those which have been dignified by 
long usage in magazine publishing 
(The National Geographic Society is 
one of the oldest and most highly re- 
garded “clubs” in this field), the book 
clubs have achieved sensational suc- 
cess. The Book-of-the-Month Club 
reports a membership in excess of 
900,000, and the Book Find Club is 
operating on an international basis 
with subsidiaries in Hawaii, South 
Africa, Mexico, Guatemala, and else- 
where. Because of their success, be- 
cause many department stores act as 
agents for some of the more popular 
clubs, and because some retail firms 
operate their own book clubs, retailers 
probably possess greater familiarity 
with book clubs than with other mer- 
chandise clubs. Nevertheless, fancy 
grocers, candy-store chains, and a 
haberdashery department are presently 
operating clubs as useful adjuncts to 
their store business. Many jewelry 
stores throughout the country operate 
silverware clubs, and some florists pro- 
vide similar subscription service. 
Although there have been one or 
two provocative articles in trade jour- 
nals describing some of these clubs,” 


2N. Kelne, “Of the Month Clubs Hypo 
Advertising, Distribution for Established 
Manufacturers,” Printer’s Ink, November 
15, 1946. J. A. Murph, “Marketing by Sub- 
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very little has been made known 
concerning their operations, their 
problems, their strong points, and 
their probable significance to retailers. 
Therefore, the present study was ini- 
tiated at the University of Buffalo in 
an attempt to learn something of the 
reasons for club growth. 

The growth of these clubs presents 
an interesting question to observers 
of marketing practices because it can 
be seen that these “—of the Month” 
selling plans contain certain very seri- 
ous drawbacks which should tend to 
make them unattractive to potential 
customers. Typically, these are mail- 
order operations, and generally the 
subscriber has no opportunity to in- 
spect the merchandise prior to ship- 
ment. In many cases he does not know 
exactly what he is going to get when 
he subscribes but must rely upon sub- 
sequent selections by a panel of judges 
or by the proprietor. Generally the 
customer is required to commit him- 
self to accept at least a certain portion 
of the annual offering, and in many 
cases he is obliged to take the entire 
series. The return privilege is usually 
denied. Moreover, the actual dollar 
cost of a subscription or membership 
may be fairly sizable, running slightly 
over one hundred dollars per year in 
the case of one phonograph-record 
club. 

In order to ascertain the nature of 
this club business which has increased 
in spite of these obstacles, question- 
naires were sent in early 1948 to forty- 
one clubs selling merchandise other 
than books and magazines. The list 
of clubs was obtained through a fairly 





scription, Selling a Parcel a Month,” Adver- 
tising and Selling, January 1946. 


comprehensive study of 1947 and 1948 
periodical advertising and from leads 
supplied by respondents to the ques- 
tionnaires. The list included thirteen 
fruit, six candy, and five other food- 
stuff clubs; so it can be seen that 
edibles, which are relatively quickly 
consumed, formed an important field 
for club activity. Also included were 
five record clubs, five toy clubs, and 
seven miscellaneous clubs; 1.e., dresses, 
flower bulbs, gadgets, home movies, 
neckties, puzzles and notions, and gift- 
ware. All but four of these clubs were 
operating at the time of the study; 
one food, two record, and one toy club 
having been discontinued. Replies were 
received from twenty-seven of these 
forty-one clubs. Some information rela- 
tive to four more was obtained from 
other sources, while no information 
other than that obtained from the origi- 
nal advertisements was secured con- 
cerning the remaining ten. 

Although the questionnaires were 
sent to all clubs whose names could be 
obtained as a result of the examination 
of many magazines and a few news- 
papers, it is believed that there may 
be many other clubs operating at the 
present time, since direct-mail adver- 
tising was the primary means of sales 
promotion used by these clubs, with 
newspapers and other periodicals in 
second place. Hence, it is likely that 
some clubs not using periodical ad- 
vertising were not included in the 
study. Nevertheless, it is probable that 
most or all of the more important clubs 
were surveyed as well as many smaller 
ones. 

THE BOOK CLUBS 

Before examining the clubs which 

were patterned after the book clubs, 
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some of the significant aspects of the 
prototypes should be noted. These 
clubs have become important factors 
in the book-publishing business, and 
both their literary and commercial 
merits have been subjected to consid- 
erable discussion by publishers, book- 
sellers, and critics. Besides the Book- 
of-the-Month Club, over twenty other 
clubs* are to be found in this field 
in addition to those operated by indi- 
vidual department stores, e.g., Macy’s 
Red Star Book Club. 

Those book clubs offering reprints 
of the classics require advance sub- 
scriptions for the entire series. Those 
clubs selling more current publica- 
tions generally set a minimum of either 
four or six books per year which mem- 
bers are required to take, and then 
permit the members to select which- 
ever books they desire from the year’s 
list of perhaps twelve or more titles. 
A free book is usually given with each 
membership, and bonus books may be 
given for additional purchases. Store- 
operated clubs may have no minimum 
requirements, but give bonuses for the 
purchase of certain quantities of books 
over a designated period. 

Perhaps one reason why club tech- 


8 Bonus Book Club, Book Find Club, 
Book League of America, Catholic Book 
Club, Detective Book Club, Dollar Book 
Club, Executive Book Club, Fiction 
Book Club, Heritage Club, History Book 
Club, Home Reading Club, Jewish Book 
Guild of America, Junior Literary Guild, 
Le Cercle du Livre de France, Literary 
Guild, Nonfiction Book Club, Out-of-Print 
Book Club, People’s Book Club, Poetry 
Book Club, Progressive Book Club, Re- 
ligious Book Club, Soviet Russia Today 
Book Club, Story Classics, Travelers’ Book 
Club. (The last-named club is still in 
the formative stage.) 
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niques have been so especially success- 
ful in the book field is to be found 
in the fact that many book buyers are 
amateurs, and are accustomed to re- 
lying on the advice of expert critics 
as expressed in magazine and news- 
paper reviews. Under club plans, 
panels of distinguished experts carry 
this advisory work further and select 
for the member the book he should 
buy. Then, too, there are some people 
(let us hope not too many) who buy 
books for display rather than for read- 
ing, and some such purchasers must 
feel that what would otherwise be a 
rather uncertain selection of display 
material is greatly enhanced by being 
able to settle upon the books of the 
month. Some writers have been rather 
critical of the book clubs on both of 
these grounds, charging that they have 
fostered a standardization of reading 
tastes, and also that they have encour- 
aged book buying for ostentation 
rather than for enlightenment.* Never- 
theless we can find in the wide variety 
of clubs, and in the selection privilege 
offered by many clubs, considerable 
opportunity for the exercise of the 
members’ critical judgment, and un- 
doubtedly these clubs have served as 
a real stimulus to book buying and 
reading. It seems likely that if the 
publishing industry and the literary 
profession were to prepare a balance 
sheet for the clubs, the assets would 
outweigh the liabilities. 


4See, for example, the excellent articles 
by Merle Miller, “The Book Clubs” and 
“The Book Club Controversy,” in Harp- 
er’s Magazine for May and June, 1948, 
respectively. 
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THE MERCHANDISE CLUBS 

Unlike some of the book clubs, the 
twenty-seven merchandise clubs which 
reported their age were all quite 
young in terms of years of operation, 
only three having started before 1945. 
Of these three, the oldest was founded 
in 1941 and the others in 1943 and 
1944. Six clubs were started in 1945, 
nine in 1946, seven in 1947, and two in 
the first few months of 1948. 

Retailers will be particularly inter- 
ested to note that several of these clubs 
were operated by firms maintaining 
their own stores or leased departments. 
Such firms used their store displays 
as an important means of securing 
club subscriptions. In fact, very few 
firms used a club plan as the only sales 
outlet ; but generally it was an impor- 
tant supplementary device. 

Out of twenty-six club operators re- 
porting, ten also operated stores or 
leased departments in retail stores, 
six sold to wholesalers and retailers, 
twenty sold by mail to nonsubscrip- 
tion customers, and only three used 
club plans exclusively. 

Closely related to the question of 
selling channels used by firms operating 
club plans is that of the percentage of 
total firm business done by the club. 
Here no consistent answer could be 
found, because the percentages varied 
from very small figures in the case of 
large retail organizations using clubs 
as relatively minor sales-promotional 
tools to 100 per cent in the case of 
the firms selling only through clubs. 


MARKETING POLICIES 
Direct-mail advertising seems to be 
the most useful channel for reaching 
subscribers. One club proprietor wrote 


that some of his most attractive dis- 
play advertisements produced very few 
sales, but that his mailings were very 
successful. Fourteen of the clubs used 
direct mail, including several which 
relied upon this method exclusively. 
Other important media included store 
displays and package inserts, news- 
papers, especially Sunday supplements, 
home magazines, particularly for the 
sale of toys and children’s records, 
and magazines appealing to business 
executives. 

The prices charged for club sub- 
scriptions varied over a wide range. 
The lowest price reported was $1.00 
for a six months’ subscription to a 
gadget club, while the highest price 
reported was $105.00 for an annual 
membership in a record club. More- 
over, the prices charged by individual 
firms also covered a fairly wide range 
in some cases, although not nearly 
as great a one as quoted above, 
and considerable ranges were noted 
within certain merchandise categories 
as shown in the table on the following 
page. The clubs were also asked to re- 
port their most important price range, 
if they sold in more than one, and the 
range of replies to this question is also 
shown. 


THE CLUB MARKET 

The prices charged for club sub- 
scriptions, and the fact that advance 
payment is generally, although not 
always, required indicates that their 
market is to be found among the more 
prosperous consumers. Since these 
club plans are almost the direct op- 
posite of installment selling methods, 
which are generally presumed to have 
their greatest appeal in popular priced 





Te 





ae 





ed 
ich 
ly. 


re 


'S- 
ts, 
he 
ls, 
‘SS 


al 


yt 





<M E R  IIRE PR U = Oe 


pense man 








OF THE MONTH CLUBS 115 


PRICES CHARGED BY MERCHANDISE CLUBS FOR SUBSCRIPTION 
Fruit Candy Other Foods Records Toys Miscellaneous 


Price range $9.00- $5.00- 
$46.00 $42.00 
Range of prices 
reported as 


leading prices $14.00- $5.00- 


$45.00 $25.00 


brackets, a conclusion that these plans 
are best suited to so-called class mar- 
kets seems to have some validity. 
Perhaps this explains why many club 
advertisements were found in quality 
magazines and in such newspapers as 
the Sunday editions of The New York 
Times, while there were very few in 
publications which are considered to 
have a greater mass appeal. 

It has been noted that clubs have 
been most successful in the book field, 
with edibles, phonograph records, and 
toys following. Of all the merchandise 
fields in which club selling has proved 
successful, phonograph records and 
possibly educational toys are the only 
ones in which the selection work of 
the expert judges, so important in the 
case of the book clubs, is of much 
service to the member. Moreover, the 
prestige connotations attached to the 
book clubs are not so pronounced a 
feature of some of the others, such as 
the fruit clubs for example, although 
there were some attempts to capture 
some of this appeal by advertising 
“specially picked” or unusual varieties 
of fruit or other merchandise. Perhaps 
these factors help explain why the 
book clubs have been the leaders. 

However, although prestige was a 
useful sales appeal, the factor which 
seemed to determine whether or not 
any given type of merchandise could 
be sold successfully through club 
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$9.75- $13.00- $6.96- $1.00- 
$80.00 $105.00 $36.00 $30.00 


$9.75- $13.00- $6.90- $2.00- 
$44.50 $105.00 $36.00 $30.00 


methods was not the prestige element, 
but something else. It will be noted 
that as a rule only merchandise which 
is readily consumed, or for which in- 
finite variety of choice makes an 
individual’s wants practically insati- 
able, seems susceptible to club plans. 
Many people feel that they can never 
have enough books or records. Food- 
stuffs, toys, and the other items which 
have proved to be successful club sell- 
ers are readily consumed, and addi- 
tional or repeat shipments are accept- 
able. If any widespread applications of 
the club plan are made to department- 
store merchandise, the successful clubs 
will probably feature hosiery and other 
accessories, novelties and _ notions, 
rather than more durable, big-ticket 
items. 

In this connection, it should be 
noted that a very considerable portion 
of all club business consists of gift 
orders. The fact that the recipient re- 
ceives several packages from the club, 
and is thus reminded of the donor at 
frequent intervals during the year, 
makes subscriptions rather attractive as 
gifts, and this strong point is featured 
in club advertising. Furthermore, gift 
receivers generally do not expect to 
select their gifts, and so consequently 
the lack of opportunity for advance 
inspection of the merchandise, which 
is one of the most significant draw- 
backs to club subscriptions, is of little 
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or no importance in connection with 
gift business. The gift field seems to 
be a natural for the clubs. Out 
of 18 clubs reporting the percentage 
of total club business constituted by 
gift orders, 11 reported that 25 per 
cent or more of their orders were gifts, 
and 8 reported the gift percentage to 
be 75 per cent or more. 


CLUB PROBLEMS 


Although a number of sellers have 
apparently found subscription clubs to 
be useful business builders, especially 
for gift items, they reported several 
problems involved in the operation of 
these clubs. The three major groups 
of problems were: (1) administrative, 
(2) sales promotion, and (3) mer- 
chandise procurement. 

On the administrative side several 
complained of bookkeeping and the 
other clerical difficulties involved in 
mail-order work, and also of shipping 
difficulties. The latter is a particular 
problem for those selling perishable 
and fragile merchandise, as deliveries 
must be made during the holiday sea- 
sons when postal and express services 
are inost heavily burdened. The major 
sales-promotion problem was securing 
and maintaining desirable mailing lists, 
although some also reported a belief 
that their promotional costs were ex- 
cessive. Merchandise procurement was 
a problem for many since, constant 
variety being the sine qua non of club 
operation, the varied merchandise must 
appeal to all subscribers, and yet cost 
must be kept as low as possible. 


FUTURE OUTLOOK 


The proprietors apparently were 
convinced of the future usefulness of 


these plans because, outside of the four 
discontinued firms mentioned above, 
only one respondent indicated any un- 
certainty about continuing with his 
plan and twenty-five definitely indi- 
cated plans to operate in the future. 
Nevertheless, the proprietors were not 
quite as optimistic in their replies to 
the question, ‘“‘Do you think more, or 
fewer goods will be sold through club 
subscription plans in the future?” 
Here the vote was 2 to 1, with 12 
indicating a belief that more would 
be sold through clubs, and 6 answer- 
ing less. 

Those who felt that less merchandise 
would be sold through such plans in 
the future seemed to believe that the 
markets for the clubs are limited, that 
only a small percentage of the total 
population could afford to subscribe, 
and that after the novelty wore off the 
number of subscribers would decline. 
The more optimistic proprietors felt 


_that clubs performed a real service 


through the selection of merchandise 
for their members, and that the pleas- 
ure derived from the constant receipt 
of merchandise and the suitability of 
subscriptions as gifts would make for 
increased future sales. 


SUMMARY 


“—_Of the Month clubs” are rather 
new devices for promoting the sale 
of consumers’ goods, but their number 
is increasing. While they are not likely 
to do a significant portion of the total 
business, except in a few limited fields 
such as book publishing, they do seem 
to be useful, especially in the case of 
merchandise which has gift appeal and 
which is readily consumed. Experience 

(Continued on page 130) 





























What Retailing Can Learn from 
Industry 


Haytett B. SHaw 


Factory experts are found today on 
the staffs of a number of progressive 
stores, and the application of produc- 
tion-line techniques to retail procedures 
is gaining increasing acceptance. These 
trends reflect the effect of diminishing 
profit margins. 

Although there may be disagreement 
about the long-range social desirability 
of current distribution channels, there 
can be no question about the amazing 
results accomplished by modern mer- 
chandising methods. Today’s condi- 
tions, however, demand more than 
skillful buying and selling. They re- 
quire the close co-ordination of all 
store personnel in a strong and well- 
planned economy program. This must 
be based on the fundamental principles 
of effective labor utilization. 

Frederick W. Taylor, the originator 
of the concept of scientific management, 
said that the greatest productivity oc- 
curs when each individual is given a 
definite task to be performed in a defi- 
nite manner within a definite time. 
Manufacturing organizations have been 
striving to approach this goal for a 
number of decades. It is only very 
recently though that retailers have 
come to realize that they too can apply 
this principle with equal success. 

Basically, this means that all human 
labor spent in the operation of a store 
should be analyzed to see that: 


1. The most effective working meth- 
ods have been developed. 
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. The duties of each position have 
been clearly defined, and each 
position is properly related to the 
others. 

3. Suitable personnel have been se- 
lected and properly trained for 
each job. 

4. Performance standards have been 
established for the accomplish- 
ment of assigned duties. 

5. The degree to which workers 

attain their objectives is regu- 

larly reviewed. 


WORKING METHODS 


Store personnel is basically divided 
into executive, sales, clerical, and mate- 
rial-handling groups. In industry as in 
merchandising, executive duties are 
largely performed in accordance with 
the personal inclinations and talents of 
the individuals involved. Sales proced- 
ures are followed which undoubtedly 
have proved to be effective, though 
methods-conscious industrialists often 
wonder at the long walks frequently 
taken by sales personnel to cash regis- 
ters, the lengthy waits made by sales 
people requesting credit approvals, and 
the apparent waste of man power when 
customers are few and business slack. 

In industry, when workers who ac- 
count for a substantial portion of per- 
sonnel costs are observed to be expe- 
riencing the avoidable and unavoidable 
delays encountered by most sales per- 
sons, daytime studies are often taken 
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to show what a small portion of the 
total working day is spent on directly 
productive operations. Analysis of the 
remaining hours reveals many op- 
portunities for shortening distances 
walked, reducing time spent waiting 
for others, and providing fill-in duties 
for slow periods. This is not to say 
that salespeople are lazy or that store 
managers are not alert. But rather it 
is to point out that in many retail 
establishments the working methods 
followed by sales personnel shouid be 
studied in detail. Increases in produc- 
tivity ranging up to 30 per cent and 
better do not seem at all impossible if 
effective and fatigue-reducing methods 
are installed. 

Clerical groups in store operation 
are becoming of significant importance, 
as credit sales, governmental regula- 
tions, union demands, and inventory 
controls require increasing volumes of 
paper work. The advantages of modern 
office machinery in simplifying these 
procedures are well known and widely 
used in retail organizations. But the 
basic procedures to which such equip- 
ment is applied have all too often out- 
lived their usefulness. The preparation 
of flow-process charts on the move- 
ment of the multitude of paper work 
forms through a modern store will 
inevitably reveal innumerable points 
where forms are laboriously copied 
from other forms, when duplicates of 
the redesigned original would eliminate 
both the time for preparing the new 
form and the errors inherent in such 
copying. Then too, as in industry, there 
is the very human tendency for every- 
one to want a copy of all the paper 
work processed, “just in case,” or to 
avoid having to look somewhere else 


for the information needed. Often a 
copy of a report is of so little im- 
portance that it will not be missed for 
weeks or months, if its distribution 
is stopped without comment. 

The multitude of receiving, check- 
ing, marking, storing, transporting, 
packing, and delivering operations per- 
formed in any store is particularly 
susceptible to method improvements. 
While a casual survey can only im- 
press one with the apparently infinite 
number of problems encountered in 
performing the equally infinite number 
of handlings of each piece of goods 
sold, it has been repeatedly demon- 
strated that with top management sup- 
port many of the variables involved 
can be controlled. When purchase- 
order procedures are standardized, re- 
ceiving practices simplified, and check- 
ing operations revised, it is often 
possible to mechanize the flow of goods 
into a store. Similar studies on ship- 
ping activities, along with the design 
of packing work stations in accordance 
with the laws of motion economy, have 
created corresponding benefits. Con- 
veyors, fork trucks, and semi-live skids 
can do much to reduce handling costs, 
provided suitable operating methods 
have been adopted. 


DEFINITION OF DUTIES 


Written job descriptions, and stand- 
ard operating-procedure manuals have 
been widely used in industry to let each 
worker and supervisor know just what 
he is being paid to do. Only in recent 
years has this practice been at all widely 
used in retailing. The tendency, in- 
stead, seems to have been to let each 
person’s conscience be his guide. But 
when two store executives assume re- 
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sponsibility for the same operation, and 
when other personnel avoid doing an 
undesirable task, hoping that the other 
one will get it, the ensuing confusion 
usually causes more lost man-hours 
within the organization than the 
preparation of a dozen job-description 
sheets. This is a must for all jobs if a 
closely knit working organization is 
to be developed. 


SUITABLE PERSON NEL 


Extensive experiments in the field of 
psychological testing have revealed that 
nothing has changed in the old law of 
individual differences. In industry it 
has been found that each worker, each 
supervisor, and each executive is dif- 
ferent. Some have intelligence inade- 
quate for their jobs and find their 
responsibilities difficult to discharge 
satisfactorily. Others possess intelli- 
gence levels far above their job re- 
quirements and are, consequently, rest- 
less and unsatisfactory. Some have 
temperaments well suited to the work 
they do. Others are assigned solitary 
research projects when they should be 
out selling. Still others are assigned 
clerical duties when they would much 
rather be operating machines. 

3atteries of tests used in industry 
today show how effectively a person 
thinks when he is under strain and 
when he is not. They indicate how he 
is likely to react to various social situa- 
tions and work assignments, and what 
he likes to do. Some of the major man- 
ufacturing organizations of the nation 
are undertaking comprehensive testing 
programs, both to select the right man 
for the right job, and, even more im- 
portant, to inventory man power they 
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already have so that it can be used 
most effectively. 

The testing procedures of this type, 
when combined with intensive training 
measures, should do much to create 
more efficient retail organizations. This 
field has a reputation of relatively poor 
pay for its workers. This in turn tends 
to keep high-quality rank-and-file work- 
ers from entering this type of employ- 
ment. Experience in factories indicates 
that if personnel are carefully screened 
through test procedures and thoroughly 
trained for the job to be performed, 
they will work so much more effec- 
tively that they will justify higher 
wages, which in turn will attract other 
high-quality workers. This applies 
equally to workers behind the sales 
counters and to those behind the ware- 
house doors. 

Training techniques developed by 
the government during World War II 
and incorporated into the training- 
within-industry programs did much to 
emphasize how much more rapidly a 
worker can learn his job if it is taught 
him according to plan. This contrasts 
with the common store practices of 
hiring new clerks or warehousemen, 
assigning them to already .overbur- 
dened supervisors, and then wondering 
a few months later why they are either 
only mediocre in their work or have 
left the company. If top quality per- 
sonnel and low turnover are ever to 
characterize retail business, stores will 
have to spend more time and money 
in selecting and training personnel. 


PERFORMANCE STANDARDS 


There is nothing about a stop watch 
which makes it unsuitable for timing 
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store work. Nor is a great portion of 
retail-store work unsuited to measure- 
ment by a stop watch. Only the feeling 
that “our work is different’ stands in 
the way of measuring the labor content 
of most store jobs. 

After methods have been improved, 
procedures have been defined in writ- 
ing, and qualified workers have been 
selected and trained, it is only logical 
to establish task levels for the various 
jobs. These may vary from rough over- 
all time checks to detailed time formulas 
applied to receiving and shipping op- 
erations. Some of the larger department 
stores have already some type of stand- 
ard for operations like marking, but 
the work of the other material handlers 
in stores usually is an unmeasured but 
expensive phase of the business. Yet 
many industrial firms have developed 
time standards for even more difficult 
types of work. 


ATTAINMENT OF OBJECTIVES 


Some stores have used ratios be- 
tween sales and department pay-roll 
figures to reveal the trends in operating 
costs. However, when each supervisor 
and each worker is regularly checked 
on the extent to which he has fulfilled 
the requirements of his own job, and 
when this has been accurately deter- 
mined, then retail managements will 
be gaining the type of control now ex- 
ercised by leading industrial firms. 

Attainment of objectives by man- 
agement’s review of accomplishments 
will do much to stimulate more effec- 
tive work. A further stimulus, only 


slightly known in retail stores except 
as sales bonuses, is the use of financial 
incentives. Wherever work can _ be 
measured, incentives can be used to 
reward the development of extra skill 
and the expenditure of extra effort. 
There is no reason why incentives can- 
not be extended far behind the sales 
counter. 

In conclusion, it might be pointed 
out that all these ways in which com- 
mon industrial practices can be applied 
to the work of the retailer cost money. 
However, the experience of a small 
Georgia plant will probably indicate 
what is likely to be gained by such 
expenditures. Five years ago that firm 
was a one-man organization operating 
by rule of thumb. Sixty per cent of 
its workers were direct production 
employees. The others were overhead, 
management, salesmen, and the like. 
The principles of scientific manage- 
ment were then adopted. To keep all 
the procedures in operation required 
more overhead personnel. In fact, now 
there are 60 per cent nonproductive 
workers, and only 40 per cent on the 
assembly lines. But, while the firm’s 
overhead went up, its total pay roll 
was practically unchanged, and the 
plant puts out 300 per cent more goods 
than before. The results profit-wise 
need no comment. 

There appears to be little doubt but 
that those retailers who are forcing 
themselves to delegate operating details 
to their subordinates and who are ap- 
plying established industrial manage- 
ment techniques in their stores are 
on the road to lower costs. 





Can the Retailer Benefit from Standards 
for Consumer Goods? 


A. FRANK TESI 


When safety glass for automobiles 
first came into general use, a number 
of problems arose. Some of the safety 
glass darkened when exposed to 
light; some became very brittle at low 
temperatures; and other sheets sepa- 
rated, making it no longer safe. This 
condition led a number of states to 
issue regulations governing the qual- 
ity of safety glass permitted. Since 
all of these state regulations did not 
specify the same standards, it soon be- 
came apparent that something would 
have to be done toward establishing a 
national voluntary standard for safety 
glass, for automobile manufacturers 
were faced with the prospect of forty- 
eight different standards. 

After some discussion among the in- 
terested groups, the problem of promul- 
gating a safety code for safety glass 
was presented to the American Stand- 
ards Association,’ which functions as 
an organization to furnish the mech- 
anism for the development of national 
voluntary standards of all kinds. As is 
customary under the procedure of the 
American Standards Association, all 
interested groups were invited to desig- 
nate representatives to participate in 


1 The American Standards Association is 
a federation of national associations and 
government departments dealing with stand- 
ardization. Through it the government, 
technical societies, manufacturers, distribu- 
tors, and consumers work together to de- 
velop a mutually satisfactory, consistent set 
of national standards. 
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the formulation of this standard. A 
committee was formed, composed of 
representatives from automobile manu- 
facturers, glassmakers, state highway 
officials, motorbus operators, casualty 
companies, and others. The problem 
was studied and plans were made for 
gathering the information necessary for 
the development of a standard. After 
a number of meetings in which the vari- 
ous points of view of the represented 
groups were considered, a standard 
was approved which contained not only 
specifications pertaining to safety glass, 
but also provisions for adequate optical 
properties of windshields. The stand- 
ard was completed in 1938, and has 
helped to provide safe windshields for 
automobile passengers. At the same 
time it has made it possible for the 
car maker to use windshields on the 
basis of one set of safe, reasonable, and 
adequate specifications. 

This incident is significant because it 
is highly indicative of a situation which 
we face in the marketing and distribu- 
tion of vast quantities of consumer 
goods. Just as this one standard, when 
developed, made automobile manu- 
facture and distribution vastly more 
simple, so the development of similar 
standards for many lines of both hard 
and soft goods can aid us equally well 
in distribution. Moreover, the retailer 
is particularly concerned. It is he who 
has day-in and day-out contact with 
the consumer. And it is he whom the 
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consumer holds responsible, with in- 
creasing emphasis each year, for the 
performance and quality of the goods 
that the consumer has purchased from 
him. Therefore, it seems highly appro- 
priate to examine some of the benefits 
that the retailer may derive from such 
established standards. 


STANDARDS CUT DOWN MERCHANDISE 
RETURNS 

Merchandise is returned fundamen- 
tally because it proved unsatisfactory 
to the user. But why is it considered 
unsatisfactory ? Several reasons may be 
enumerated. The merchandise may not 
fit well, launder properly, withstand 
sun or perspiration, or wear sufficiently 
well. There may have been misunder- 
standings between the seller and the 
purchaser about just what was being 
bought. The merchandise may not have 
performed as the customer expected of 
it, not because of faulty merchandise, 
but because the customer expected too 
much. The product may not have been 
safe: it may have had sharp edges; 
it may have been dangerously flam- 
mable. The item may have developed 
defects or weaknesses that were not 
predictable under the normal method 
of production. 

Some of those causes of returns can 
be at least partially eliminated by the 
use of standards for the merchandise 
the retailer sells. For example, stand- 
ards for sizes of garments, definitions 
of terms, fastness to washing, resist- 
ance to sun fading, and others, many 
of which are being developed under 
the procedure of the American Stand- 
ards Association, would unquestionably 
save much time and help reduce dis- 
tribution cost. 


In department-store testing, well- 
made, beautifully designed dresses may 
be ruined just because a poorly fast 
sewing thread or trimming has been 
used. In most cases, investigation 
shows that these losses did not come 
about because the manufacturer wanted 
to economize on production, but be- 
cause no standards were available for 
these items. If nationally accepted 
standards for such sewing thread or 
trimming had been available, colorfast 
products would doubtlessly have been 
used. 

Dozens upon dozens of articles are 
needlessly referred to store testing 
laboratories. Many may have given 
more than reasonable service, but be- 
cause there was no standard of per- 
formance to which the store could 
point, it was difficult to convince the 
customer that she was expecting too 
much. A standard, had it been avail- 
able, could have been used by both 
the store and the customer as a meas- 
uring stick of what could reasonably 
be expected of a particular item. 

Many testing cases arise in stores 
out of misunderstanding from the fact 
that the store and the customer do 
not interpret the same term in the 
same way. Standard definitions would 
help to eliminate much of the mistrust 
and ill will that such situations breed. 

While associated with store test- 
ing, the writer participated in a study 
of thousands of adjustment cases upon 
which the laboratory had been called 
to pass judgment. In this study, we 
found that only a few of these cases 
were for items for which our labora- 
tory had established standards. This 
was true in spite of the fact that, while 
we tried to interpret the consumer’s 
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viewpoint, actually no consumers were 
called in to help set the standards. 
Standards developed by the free ex- 
change of ideas among manufacturer, 
retailer, and consumer would be even 
more effective in cutting down high 
return figures. 


STANDARDS HELP MAKE ADVERTISING 
AND GENERAL SELLING MORE 
EFFECTIVE 


Standards can serve as a fertile 
source of information in presenting 
merchandise to the potential pur- 
chaser. Because standards enumerate 
many specific properties, performances, 
and other important characteristics, 
the problem of the advertising depart- 
ment is made easier. Specific state- 
ments about the product can be based 
on the facts appearing in the standard. 
One can observe how grateful store 
copywriters are for the “standard 
specification” products, on the basis 
of store bureaus of standards. But 
standards such as those developed 
under the procedure of the American 
Standards Association could be even 
more useful, because they would con- 
tain features desired by the user as 
well as by the retailer. 

For example, the American Stand- 
ard for Methods of Computing Food 
Storage Volume and Shelf Area of 
Automatic Household Refrigerators 
has done much to clarify the confusion, 
misunderstanding, and distrust which 
existed in the minds of the purchasers 
when they saw two refrigerators with 
the same dimensions offered for sale 
as containing different volume and 
shelf area. Actually misrepresentations 
had arisen because one manufacturer 
included the total inside volume in his 
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calculations, while the more reason- 
able one subtracted the volume and 
shelf areas which were not usable. In 
the case of the shelf area, one maker 
might have made the height of the 
shelves unreasonably low, so as to 
claim a larger shelf area. In actual 
use, however, some of the shelf area 
would serve no good purpose. The 
American Standard sets forth definite, 
mutually agreed upon rules for deter- 
mining the shelf area and volume. This 
has done much to increase consumer 
confidence in both manufacturer and 
retailer, and has helped make the mer- 
chandising and advertising of this 
product far less difficult. 


STANDARDS HELP THE STORE BUYER 

Because the retailer is considered the 
purchasing agent for the consumer, 
anything that helps interpret the wants 
of the consumer is of value to the 
store buyer. Standards developed by 
the procedure of the American Stand- 
ards Association invariably comply 
with many of the wants of the con- 
sumer, and therefore can assist the 
buyer in determining what the con- 
sumer wants in a product. Without 
standards, the retail buyer must ex- 
amine, test, and investigate every fea- 
ture, construction, or performance of 
a product, if he wishes to make sure 
that the merchandise is satisfactory. If 
a minimum standard is available, the 
job is made easier, because once the 
label tells him that the product meets 
a certain minimum standard, he can 
immediately use his special skill and 
knowledge to look for the added fea- 
tures which he knows his particular 
type of customer desires. 
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For example, because there is an 
adequate American Standard for do- 
mestic gas ranges, the range buyer 
does not have to determine whether 
the pilot light will operate safely and 
effectively ; whether the capacity of the 
burner is adequate; whether the door 
construction is sufficiently strong; 
whether the thermostat maintains a 
specified temperature; whether the 
oven cooks evenly; or any number of 
other important considerations. All he 
needs to do is look for the American 
Gas Association symbol, and he knows 
that the range conforms to the Ameri- 
can Standard Approval Requirements 
for Domestic Gas Ranges. He can im- 
mediately proceed to look for beauty 
of design, particular colors, special 
types of enamel, and for other features 
that he knows his customers want. 


STANDARDS BENEFIT THE RETAILER IN 
OFFERING NEW PROCESSES AND 
PRODUCTS TO THE CONSUMER 

There are many new processes and 
products being developed as the result 
of recent scientific advances. These 
throw a new burden of  responsi- 
bility on the retailer. New in- 
secticides, moth preventives, shrink- 
resistant treatments, water repellents, 
plastics, crease-resistant treatments, 
etc., are being offered to the retailer 
for presentation to the consumer. At 
present, it is difficult to separate the 
good from the bad because of the lack 
of reliable measuring sticks in the 
form of standard test methods. It is 
thus difficult to know if the claims 
made are exaggerated or authentic. 

The retailer cannot know whether a 
particular manufacturer has chosen a 
test method which brings out the ad- 


vantages of his own product. He can- 
not obtain the answer to this question, 
until standard methods approved by 
all concerned are adopted. A_ spe- 
cial shrink-resistant or crease-resistant 
treatment may be offered to a store 
buyer along with elaborate test data 
showing superiority, and the buyer may 
be impressed. However, he may later 
find that the test methods did not dupli- 
cate actual use conditions and were 
therefore misleading. On the other 
hand, the presence of standards de- 
veloped by manufacturer, retailer, and 
consumer, working together, would 
eliminate this uncertainty. 


STANDARDS AID IN THE MAINTENANCE 
OF THE RETAILER'S OWN TESTING 
ACTIVITIES 

Retailers who have their own test- 
ing laboratories, or employ the serv- 
ices of independent testing agencies, 
have a special interest in standards, 
because every time a test is performed, 
and a result obtained, a standard of 
quality is determined. The more stand- 
ards are approved by the procedure of 
the American Standards Association, 
the more effective and efficient the lab- 
oratory or testing program becomes. 
The presence of national standards can 
cut testing to a minimum, because they 
provide a more definite guide toward 
what to test for. A commodity stand- 
ards program on the part of the large 
retail store is almost ineffective unless 
some basic standards have been estab- 
lished for use as guides. 


STANDARDS ASSIST THE STORE PUR- 
CHASING AGENT 

The purchasing department would 

be much more efficient if standards 
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were available for the many things 
that the retailer has to buy for his 
own use—such as paper bags, twine, 
boxes, cleaning compounds, etc. Be- 
cause there are few generally accepted 
national standards in this field, a 
purchasing agent has to test all of 
the items needed without the aid of a 
standard as a guide. 

One store testing laboratory was 
asked to establish standards for the 
dozens of supplies purchased by the 
store. It was necessary to test hun- 
dreds of samples of wrapping paper, 
twine, cardboard boxes, soaps, waxes, 
etc., just because no standards existed 
for these products. Furthermore, it was 
necessary to improvise many of the 
tests, a time-consuming job. And when 
all was done, it was still not clear how 
well the tests devised actually measured 
the performance of the product. If 
someone had already established stand- 
ards for these products, under a pro- 
cedure such as that of the American 
Standards Association, the right tests 


would have been available, and it would 
have been known that the tests selected 
were valid. 


CONCLUSION 

Although an attempt has been made 
to show that the retailer as the pur- 
chasing agent for the consumer has 
much to gain from standards developed 
through the co-operation and active 
participation of the manufacturer, the 
retailer, and the consumer, the amount 
of benefit gained by each group is pro- 
portional to the amount of active 
participation. The procedure of the 
American Standards Association can 
be used for the so-called nondurable 
(soft goods) industry, just as it has 
been used by heavy industry over the 
past twenty-eight years. As the science 
of retailing returns to the more normal 
buyer’s market, it will be worth the 
retailer’s time and effort to investigate 
more closely the role that standards 
can play in making merchandising more 
efficient and less costly. 





Slowdown—Why? 
(Continued from page 96) 
they must have to be an effective 
medium of leadership ?” 
Last but not least, not only as a 
principle of union-management rela- 


tionship, but as a principle of relation- 
ships among people and among nations, 
let us stop hating and start trying to 
work together. After all, the objectives 
of all people in all walks of life are 
quite similar. 


Eprtor’s Note: Mr. Warmbier, who had come to New York City to lecture to the graduate 
students of the New York University School of Retailing, died suddenly on September 30. The 
article written by him, and appearing in this issue, is therefore the last one to appear in print 


by a leader in the field of retailing. 
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Book Notes 


Fashion Fundamentals, by Bernice G. 
Chambers. New York: Prentice- 
Hall, Inc., 1947, 501 pages. $4.75. 


Fashion Fundamentals should de a valu- 
able book on background information for 
those interested in a career in fashion work. 
There is a good chapter on “How the 
Fashion World Works” in which Bernice G. 
Chambers, the author, outlines the develop- 
ment of fashion from inception of an idea 
to world acceptance. The way in which 
changing social habits and economics affect 
fashion is also touched on, and the author 
traces the effects of two world wars on 
fashion and the subsequent rise in prestige 
of American designers. 

Those who are aiming for a career in 
fashion work will profit by the interesting 
behind-the-scenes report on American ap- 
parel manufacturers, and the way the 
wholesale market operates. A glossary of 
terms used in each market will be helpful 
to the prospective fashion careerist. Side- 
lights on the successful personalities in each 
trade are well handled. Added to these are 
documentary as well as modern illustrations 
of significant fashion types in each subject. 

The chapter on “Buying Fashion Mer- 
chandise” is clear and detailed. It breaks 
down the various types of buying as related 
to different kinds of stores and explains 
the duties of a buyer of fashion merchandise. 
Miss Chambers lists a “Job Analysis for the 
Buyer” and one for the assistant buyer. 

Styling and fashion co-ordination also rate 
a chapter in this book of facts, especially 
as part of the function of a retail store. 
Because of the importance of fashion shows 
in building retail good will, a chapter is 
also devoted to the various kinds of fashion 
revues and the ways of presentation. 

Not only the fashion aspect of retailing, 
but also advertising and sales promotion are 
included in this book. 

Miss Chambers has a working knowledge 
of the fashion industry from personal partici- 
pation and passes it on to her readers in 
an interesting, instructive manner, combin- 
ing facts and fashion entertainingly yet in 
businesslike presentation. 
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The march of fashion and the roads it 
takes to make an industry and an inter- 
national business are brought into focus—all 
adding up to a book that should serve as 
a helping hand to the reader who uses it as 
textbook or reference guide. 

Matilda Taylor 


The Shops of Britain, by Hermann 
Levy. New York: Oxford Uni- 
versity Press, 246 pages. $4.50. 


In this well-documented and closely rea- 
soned study, Mr. Levy attempts to see where 
the water can be squeezed out of England’s 
retailing system, so that consumer goods can 
flow to the British public at a lower han- 
dling cost. England has never had a census 
of distribution. Although the author takes 
full advantage of official and semiofficial 
publications (including a few sample sur- 
veys), he is forced into inference for some 
of the evidence upon which he draws 
conclusions. 

For the American reader, the book is of 
interest not only for conclusions of sig- 
nificance to retailing in general, but also 
for a complete and understandable descrip- 
tion of English retailing, with its greater 
proportion of small establishments and its 
lower standard of service. 

Mr. Levy concludes that retailing has de- 
veloped to serve the needs of the public. 
Common complaints of too many retail 
outlets in each field and of too low margins 
do not come from the consumer, but from 
particular groups of retailers who feel the 
pinch of competition. Only under some form 
of state control in which retail territories 
could be assigned, in which service could 
be standardized on a minimum level, and 
in which all crosshauling and competitive 
endeavor could be eliminated would it be 
possible to make a marked reduction in the 
cost of marketing. These steps, Mr. Levy 
feels, would cost more than they produced 
in economy, because of the reduction in 
opportunity for the small independent mer- 
chant, who may stay in business more from 
sociological than from economic drives, but 
whose opportunity to enter retailing con- 
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stitutes an important recourse to the wage 


worker. 
Lawrence C. Lockley 


Selected Techniques of Statistical 
Analysis, by the Statistical Re- 
search Group, Columbia Univer- 
sity. New York: McGraw-Hill 
Book Company, Inc., 1947, xiv+ 
473 pages. $6.00. 

Sampling Inspection, by the Statistical 
Research Group, Columbia Uni- 
versity. New York: McGraw- 
Hill Book Company, Inc., 1948, 
xx-+395 pages. $5.25. 

As retailing becomes more of a business 
and less of an art practiced by merchant 
geniuses, it finds increasing need for the 
tools of large-scale business control. Two 
books, recently off the press, will stand as 
landmarks in the use of statistics for com- 
mercial control. These books are the result 
of contract research carried on by the 
Statistical Research Group, Division of War 
Research, Columbia University, for the 
Office of Scientinc Research and Develop- 
ment as a wartime project. A notable group 
of university, government, and = industry 
statisticians collaborated for a period of 
more than three years to bring together, 
verify, and develop the most advanced sta- 
tistical techniques for quality control in 
both industrial and military production and 
experimentation, 

The procedures presented are based on 
the realities of an expensive and mechanized 
type of warfare, and allow for the draw- 
ing of conclusions from limited experimental 
bases, as well as from collections of frag- 
mentary and incomplete data. Further, such 
recent short cuts in technique as acceptance 
sampling are presented. It is only fair to 
issue the warning that these two volumes 
require an extensive statistical understand- 
ing from their readers, and are not to be 
approached by the unwary. But for the 
reader with a statistical background, they 
offer a key to problems not previously avail- 
able. And for many years, they will be 
essential tools for many retail research 
directors and controllers. 

Selected Techniques of Statistical Analy- 
sis covers: (1) quality-control sampling 
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techniques, (2) planning experiments so 
that sound statistical conclusions can be 
drawn, and (3) certain technical validations 
and explanations. Sampling Inspection cov- 
ers the several types and problems of 
sampling, with direct application to produc- 
tion problems, but with highly significant, 
oblique applications to consumer research. 
Lawrence C. Lockley 


Building an Audio-Visual Program, by 
Robert E. Schreiber and Leonard 
Calvert. Chicago, Illinois: Science 
Research Associates, Inc., 1946, 
103 pages. 

Establishing an audio-visual program, one 
that has been co-ordinated with and incorpo- 
rated as an integral part of the school cur- 
riculum, has become a necessity for the 
school that does not want to be guilty of 
using antiquated and worn-out methods of 
instruction. 

Questions, such as the following, with 
which the school, high school, or college will 
have to deal are treated in this book: 

1. The selection, utilization, and evalua- 
tion of audio-visual materials. 

2. The production of audio-visual aids in 
the schooi. 

3. The administration and supervision of 
the audio-visual program. 

A list of equipment that the authors con- 
sider should be initially purchased when 
beginning such a program is included. 

An appendix in three parts giving sources 
of audio-visual materials and equipment, 
selected sound films, filmstrips, and record- 
ings, and listing of supplementary readings 
should prove very helpful to those hoping to 
launch an audio-visual program. 

James L. McEwen 


The 5 Great Rules of Selling, by Percy 
H. Whiting. New York: McGraw- 
Hill Book Company, Inc., 1947, 
261 pages. 

In these days of a change-over from a 
sellers’ to a buyers’ market, the importance 
of the selling function in distributive chan- 
nels takes on new meaning. Designed to tell 
the “salesman not only what to do but how 
to do it,” this book, by one who has been 
close to the selling activities of over 72,000 
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salespeople over the past twenty years, is 
most timely in contributing to the rejuvena- 
tion of the principles of good salesmanship. 

There is nothing new in the so-called “5 
Great Rules of Selling.’ In fact, in the words 
of the author, “Nothing new has been dis- 
covered about selling in the last hundred 
years.” Psychologists and sales managers 
alike have broken the sale into steps. The 
breakdown used by Mr. Whiting of atten- 
tion, interest, conviction, desire, and closing 
is fairly typical of those used; and the five 
great rules of selling are the rules for carry- 
ing the prospect through these five steps of 
the sale. 

The contribution made by this book, how- 
ever, is the presentation of familiar material 
in a down-to-earth style that gives it new 
meaning and new vitality. No attempt is 
made to insert new or different approaches 
to the problem of selling, but hundreds of 
practical suggestions are made about han- 
dling common, everyday sales _ situations. 
Any salesman—manufacturer’s, jobber’s, or 
retailer’s—will find many practical hints that 
will help him do a better job if he takes them 
seriously. 

A departure from the usual sales manual 
or handbook type of approach is worthy of 
note. Instead of trying to inject his own 
philosophy and technique into the reader, 
the author applies a skillful bit of salesman- 
ship in helping the reader in the development 
of his own philosophy and technique. 

A list of visual aids will be of interest to 
trainers and teachers. 

James L. McEwen 


Applied Retailing, by Louise S. Hitch- 
cock. New York: Prentice-Hall, 
Inc., 1948, 222 pages. $2.24. 

Applied Retailing has been developed for 
use in secondary schools taking part in the 
distributive education program. Specifically, 
the manual is set up to follow the student 
step by step from the beginning of his 
co-operative store experience to the end of 
it. Sections are included on the student’s 
application for employment, his training ex- 
perience, his selling experience, merchandise 
study as it relates to his own selling expe- 
rience, and the student’s evaluation of the 


store as a whole. Much student reaction is 
called for; yet proper guides are present to 
stimulate the student to logical and correct 
thinking. 

The book is excellently done from the 
standpoint of both general organization of 
the material and the technique of question- 
ing. There are several over-all features, 
however, that give it an even greater degree 
of excellence as a teaching device in this 
particular field: 

One, it has been designed to allow for 
the mental and personal development of the 
student. Fact and detail attainment have 
been forced to take a secondary position to 
the more important goal of student develop- 
ment as a capable observer and critic of 
retail-store practice. 

Two, the manual is fundamentally a guide 
for the student. As such it becomes an im- 
personal teacher in the store. It tells the 
student where to look and for what to look. 

Third, the entire attitude of the manual 
emphasizes the selling aspect of the store. 
Retail stores are designed primarily to sell, 
and retail training must never cease to 
emphasize this fact. Regardless of the 
activity in which the student is trained in 
the store, above all he must be made to 
see that this activity has a vital relation to 
the selling purpose of the store. 

Festus J. Viser 


Practical Job Evaluation, by Philip W. 
Jones. New York: John Wiley and 
Sons, Inc., 1948, 304 pages. $4.00. 

To one who has had the experience of 
seeing a program of job evaluation put 
into effect, this book has a very realistic 
ring. The author obviously has drawn upon 
a wide range of experience in writing his 
book, and it is evident that he has, as he 
says, “.... been actively engaged in indus- 
trial relations at the working level.” 

A feature that will appeal to the student 
or business executive who is meeting job 
evaluation for the first time is the frank 
manner in which Mr. Wolf states that “Job 
evaluation is not an exact science and should 
not be treated as such.” He carries out this 
viewpoint in his entire presentation and 
avoids, therefore, the error sometimes com- 
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mitted of trying to reduce to a formula 
certain activities which by their nature defy 
such application. He states further, “No 
definite rules can be established which will 
handle all the conditions which are to be 
found in the average plant.” This philosophy 
would encourage a person to proceed into 
a program of job evaluation by applying 
good judgment and reason rather than hoping 
and searching for a magic common denomi- 
nator for all the problems in such a project. 
This viewpoint does not, however, lead to 
evasiveness on the part of the author. Prac- 
tical Job Evaluation can very well become 
the handbook for setting up and installing 
a program. It is concise, practical, and full 
of helpful recommendations about how to 
proceed step by step from the selection of 
a plan and a method of installing the plan, to 
selling the plan to all concerned, and, finally, 
to setting up the machinery for carrying 
it on into day-to-day use. Written from the 
industrial-relations viewpoint, the book con- 
tains many helpful suggestions and hints 
about normal reactions of the employees 
themselves during the installation of a job- 
evaluation program. 

A generous amount of illustrative mate- 
rial throughout the book and in its four 
appendices and a bibliography helps to make 
Practical Job Evaluation a valuable addition 
to the literature in the field. 

James L. McEwen 


Departmental Merchandising and Op- 
erating Results of Department 
Stores and Specialty Stores, Con- 
trollers’ Congress, National Retail 
Dry Goods Association. New 


York, 1948, 171 pages. 


Almost four hundred stores contributed 
departmental merchandising and operating 
data to the twenty-third annual Controllers’ 
Congress survey. The report which covers 
1947 is similar to those of former years, 
although a number of improvements have 
been made, such as presenting a consider- 
able amount of data by Federal reserve 
districts. The binding, typography, and lay- 
out have been modernized in the interest of 
convenience and attractiveness. 

The data show an increase in 1947 over 
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1946 in the following respects: dollar-sales 
volume, sales returns, average gross sale, 
sales per square foot of selling space, cumu- 
lative markon, markdowns, net workroom 
costs, and expenses. Decreases are shown 
in the number of transactions, stock turn- 
over, gross margin, and net profit. 

Elmer O. Schaller 


Marketing, by Edward A. Duddy and 
David A. Reagan. New York: 
McGraw-Hill Book Company, 
Inc., 1947, 675 pages. $4.50. 


Marketing is a universal and many-sided 
subject. It is the economic process by means 
of which goods and services are exchanged 
and their values determined in terms of 
money. In analyzing and explaining this 
process, writers tend, it seems, either to 
oversimplify or unduly to complicate it. In 
this book, the reader will recognize at once 
that the authors have struck an effective 
balance between these two extremes. More- 
over, the book is easy and interesting to read 
and gives clarity to the subject matter. 

The authors consider four possible ap- 
proaches to the study of marketing: legal, 
commodity, economic theory, and _ institu- 
tional. They employ the institutional ap- 
proach since their ultimate purpose is “to 
get the student to think of the marketing 
structure as an organic whole made up of 
interrelated parts, subject to growth and 
change, and functioning in a process of dis- 
tribution that is co-ordinated by economic 
and social forces.” 

The subject matter is divided into six 
major parts: “Institutional View of Market- 
ing,” “Structural Organization of the 
Market: Agency Structures of the Retail 
Market,” “Structural Organization of the 
Market: Agency Structures of the Whole- 
sale Market,” “Market Area Structures,” 
“Price Structures,” and “Coordination and 
Control of Marketing Structures.” The book 
includes three appendixes: “Persons Engaged 
in Marketing,” “United States Standards for 
Grades of Canned Yellow Clingstone 
Peaches,” and “Types of Unfair Methods 
and Practices.” There is also a “List of 
Visual Aids” dealing with the subjects of 











130 JOURNAL OF RETAILING 


“Distribution,” “Marketing Commodities,” 
“Cooperatives,” and “General,” and a com- 
plete and well-planned Index. 

The book is excellent in all respects. The 
kaleidoscopic picture it presents of market- 
ing institutions should provide the college 


instructor with a sound basis on which to 
build a beginning course in marketing, and 
the student with a broad understanding of 
a process affecting his daily living. 

T. Dart Ellsworth 





Branch Stores 
(Continued from page 108) 

is an important factor in their prefer- 
ence, but local stores are also con- 
veniently located. Next to convenience 
are several factors such as pleasantness, 
considerate treatment, and _ service. 
Less well formulated in the replies, but 
probably of equal importance, is the 
prestige of the parent store, which 
sheds luster on the branch. 

It is particularly interesting to notice 
that women—for the respondents were 
predominately female—show the heavi- 
est preferences for items of merchan- 
dise which they buy for themselves. 


It will be remembered that men’s wear 
and boys’ wear showed a much lower 
ratio of store preference. And it may 
be inferred that shoppers are willing 
to travel to larger stores for infrequent 
and important purchases. 

The metropolitan store which wishes 
to undertake a branching problem may 
look forward to success if it is able 
to combine the prestige of the large 
store with the personal touch of the 
small store. Thus, store design, layout, 
and personnel training may be re- 
garded as keystones to the success of 
branch stores. 





Of the Month Clubs 
(Continued from page 116) 
has shown that such club plans can be 
operated successfully in conjunction 
with an over-the-counter retail busi- 


ness. However, the operation of such 
a club presents certain administrative, 
promotional, and procurement problems 
which must be overcome before the 
club can be successful. 
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Our Contributors 


Edward J. Warmbier was director 
of public relations for Spear and Com- 
pany, Pittsburgh. He obtained a mas- 
ter’s degree in retailing from the 
Research Bureau for Retail Training 
while it was a part of Carnegie Insti- 
tute of Technology. He was a well- 
known lecturer on sales and training 
methods, and was active in labor-rela- 
tions work. 


Lawrence C. Lockley is Professor 
of Retailing and Director of Research, 
School of Retailing, New York Uni- 
versity, and editor of the Journal of 
Retailing. 


H.1. Kleinhaus spent fourteen years 
as general manager of the Controllers’ 
Congress, National Retail Dry Goods 
Association, and in that capacity be- 
came known to many leading retail 
executives here and abroad. He was 
graduated from the New York Univer- 
sity School of Commerce and, in addi- 
tion, has done considerable graduate 
work at the New York University 
Graduate School of Business Adminis- 
tration. According to Mr. Lew Hahn, 
president of the N.R.D.G.A., one of 
Mr. Kleinhaus’ greatest accomplish- 
ments is that “he originated the ap- 
plication of the Lifo principle to retail 
inventory valuation.” At present, Mr. 
Kleinhaus is associated with his own 
firm of retail consultants—the H. I. 
Kleinhaus Associates of this city. 


Joseph M. Goloff is a research fel- 
low, New York University School of 
Retailing. He holds a master’s degree 
in retailing from New York Univer- 
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sity. Before his war service, in which 
he was a captain in the finance division 
of the United States Army, he was 
associated with a public accounting firm. 


Emanuel Last was graduated from 
Montclair State Teachers College with 
a Bachelor of Arts degree in 1938 and 
the following year received the degree 
of Master of Science at the New York 
University School of Retailing. He 
joined Namm’s Department Store, 
Brooklyn, New York, following his 
graduation. His successive positions 
there were assistant employment man- 
ager, divisional merchandise manager, 
expense controller, and store manager. 
He is the present head of the retail- 
ing unit, College of the City of New 
York, Intensive Business Training 
Program. 


Stanley C. Hollander is a member 
of the staff of the University of Buf- 
falo, Department of Marketing. His 
educational background includes a 
Bachelor of Science in 1941 from the 
New York University School of Com- 
merce; a master’s degree in 1946 from 
the American University; and addi- 
tional graduate work at Columbia Uni- 
versity. Mr. Hollander has had con- 
siderable practical experience, having 
worked three years with Neisner 
Brothers, two years as a_ business 
analyst with the Consumer Goods 
Division, O.P.A., and three years with 
the Charles Stores Company, Inc. 


Haylett B. Shaw is manager of the 
Methods-Engineering Council of Pitts- 
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burgh, Pennsylvania, and is also presi- 
dent of the Pittsburgh chapter of the 
Society for the Advancement of 


Management. Mr. Shaw has a broad 
background of consulting experience 
and has worked in virtually every type 
of industrial and distributive organiza- 
tion. He is a graduate of The American 
University, Washington, D.C. 


A. Frank Tesi holds both a Bachelor 
of Science and a Doctor of Philosophy 


in chemical engineering from the Uni- 
versity of Pittsburgh. He was associated 
with the Mellon Institute, and in this 
connection spent over ten years with 
the Commodity Standards Fellowship, 
sponsored by Kaufman Department 
Stores, Inc. In 1946, he joined the 
staff of the American Standards Asso- 
ciation as engineer in charge of con- 
sumer-goods standards. At present, 
Dr. Tesi is director of testing and 
merchandise development for the W. 
T. Grant Company. 





